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Drinks made with Seagram's 7 
Crown taste better because 
Seagram's 7 tastes hetter a!) by 
itself. Make America's finest 
whiskey a part of your holiday 
entertaining. And enjoy our 
quality in moderation. 

Seagrams ? Grown 



you taking advantage of PRESORT? 



Lasl year our PRESORT customers saved 
more than $21 million on First Class Mail postage. 

And this year these same companies wOl save 
more than $40 million because of the new rates ap- 
proved on May 29, 1978. Can you believe that? 

You can when you realize thai by presorting 
your mail by ZIP Code, in volume mailings of 500 
pieces or more, you save 2* on every piece of qualify- 
ing Pirn Chute Mail . ( And a penny on postcard*. ) 

It's not difficult, either. All you have todo to join 
tome companies 1b sort the mail to 5- and 3-digit ZIP 



Codes, put it in special trays the Postal Service 
provides free, and drop your mail at a designated 
Portal unit. 

Then, it's ready to be forwarded almost immedi- 
ately. Processing time can be minimized since pre- 
sorted mail requires lens handling and so avoids 
many individual Postal Service operations. And this 
helps ensure consistent delivery 

For further information on this money-saving 

frocedure, just mail in the coupon and we'll have 
RESORT literature on the way 



Assistant Postmaster General 
Customer Services, Room G900A 
United States Postal Service 
•175 L'Enfant Plaza West, S.W. 
Washington, D.C, 20260 
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This VP* is never 

Introducing the VR Versatile Processor* ft* 



Here is a completely integrated system from 
Nixdorf Computer that can meet all of your 
distribution management and financial control 
needs. All of them, including: inventory manage 
merit, forecasting and replenishment; order 
entry, maintenance and review, invoicing; gen 
eral ledger; accounts receivable and accounts 
poyable Just one VP does everything. 

To achieve this, Nixdorf's new VP Versatile 
Processor system combines the flexibility of 



Nixdorf's unique parameterized COMET* soft- 
ware with the power of the Nixdorf 8870/1 
system computer. Giving you decision-making 
data and a timely picture of your business, 
faster and more accurately than you ever 
thought possible. 

Always On The Job. You con depend on th* 
VP system, day in and doy out. Already, ii has 
been proven and refined in over 500 installa- 
tions Installations that range from small 




'Trnjdemort ol Nlicfarf Compute* Carport'' 1 



out to lunch. 

Distribution Management and Financial Control 



Partnerships to giant corporations. Businesses that 
or© as busy and as demanding as yours. 

Adapts To Your Business, instead of requ i r 
ln 9 your business to adapt to it, the Nixdorf VR 
°l«gns itself with your requirements. You simply 
m\ the system whal these requirements are, 
ond the system will configure itself to meet your 
n eeds now and in the future. 

Goes To Work immediately. In just a few 
°°ys, the VR system can be precisely tailored to 
/Our business. Simply complete a concise VR 
Survey of your input/processing/output require- 
ments and submit ihe information to the com- 
puter. Before you know it, your new VP. is o 
we! I -entrenched member of your staff. 

You Won't Need A Programmer Because 
the VR system, in effect, programs itself, 
I costly custom -tailored programming is 
avoided. Your answers to the VR Survey tell 
the system which parts of the COMET 
_ software you'll need for your 

application. The program 
^^5rt&~^**^f code has already been 
written. The system 
performs the integration 
automatically. 
You Get The Best Of Both Worlds. With 
your new VR, you are not restricted by a 
standardized software package. ..nor do you 
'ncur the high cost of custom-written software. 
Instead, your new VR from Nixdorf gives 
U software that is flexible and responsive 
your needs -software that is economical 
nd easy to install, easy to update with your 
growth. This makes the VP very practical, too 



You also get 25 yeors of experience from o 
feoder in daia entry, distributed data processing 
and small business computer systems. Acom- 
pany with 60,000 installations in 28 countries 
around the world to bock up your choice. 

Put a Nixdorf VP on your payroll —and 
stort toking lunch yourself, for 
a change. Call our local 
office, or tol I free: 
8007225-1484. 
Or write our Vice 
President/Sales. 
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] 1 6B WiHdlf ■ Tnrnpit '• 

j Burlington, MA 01803 
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SOMEBODY BUILT 
YOUR KIND OF TRUCK. 



INTRODUCING 
MEDIUM AND MEDIUM HEA 

The International Harvester* them to keep you and your drivers Dash and inner door panels 

S-Svrn-i riitiy'n vour kind of eomfortabk o\ or the long haul. are zinc-rich primed to resist 

trucks because we built them the All tlie proven features of the corrosion, 

vwn you told us to. Built them to S-Series heavies have gone into Frame rails ore full tenffth. ful 

perjornx To save you money on every one nf these trucks. They're depth, with full depth cross rnenv 

service and maintenance. Built tough Strong, And built to last. bors. Frame (lances art- holt free. 



VIES FROM INTERNATIONAL. 



prove sealing. Side panels can be Automatic transmissions are 

replacttl without having U < «tvh <> available an hI) mutkls. A mix 
the entire cab. t ricnl *\ stem makes rvpaii 

Engines art 1 available in 15 i|uj<-Uer. flleml Air" i>vda»h 



and diescls up to 21U HI* 




Everything about these trucks 





1 1 INTERNATIONAL 

We build your kind of Truck. 
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» INFLATION REMAINS TOP ISSUE for Carter 
administration— f or most Americana. 

Family Income not keeping pace with 
inflation, say most people. 

Additionally, one third in nearly 
every key population subgroup claims 
Inability to buy things they were able 
to buy several years ego. 

That's from Opinion Research Corp. 

National pollster adds that more 
people now say they have been hurt 
more by inflation than at any time 
since mid-1960" s. 

This is not good for business. 

With price Increases outdistancing 
cons user Income, buying gees down. 

It's the classic inflation cycle at 
work . 

*■ NEARLY ALL RESPONDENTS in national 
grass-roots lobbying organisation pall 
say government is main culprit of 
inflation. 

Respondents — members of Cltisen'S 
Choice, affiliated with Hational 
Chamber — blame government's deficit 
spending as main fuel for inflation. 

► LATEST FRODUCER PRICE INDEX UP— 
once again. 

This time it's nine tenths of one per- 
cent — at annual rate of 10.8 percent . 

September Increase— announced last 
month by Labor Department — is highest 
sinoe April. 

Producer price index formerly called 
wholesale price Index. 

► WHITE HOUSE NEWS k VIEWS is one of 
Washington's newest newsletters. 

It's different: It comes from the 
White House. 

Audience! About 550 top policy 
people within government. Aim of pub- 
lication is to help Carter White House 



and cabinet departments speak with 
one voice. Several times in recent 
months, top Carter people have made 
public statements at odds with adminis- 
tration efforts. 

White House newsletter is designed to 
fill void between what government 
officials pick up from media and what 
gets passed down about top-level policy 
through normal channels. 

Newsletter tentatively scheduled for 
biweekly publication. 

Its editor was brought aboard by 
Gerald Rafshaon. Mr. Carter's resident 
image-maker. 

» FEDERAL WORKERS' PAY went up 5.5 
percent last month. 

It will cost American taxpayers 93,2 
billion this fiscal year — equivalent of 
(60 for average family in this country. 

In addition, federal civilian govern- 
ment pay now exceeds nonfederal pay by 
42 percent. 

National Chamber economists say 
disparity between federal and nonfederal 
civilian wages actually costs average 
American family 9200 more each year in 
taxes than It should. 

Analysis of pay disparity comes from 
new study Issued through National 
Chamber Forecast and Survey Center. 

Average federal civilian pay in 1977 
was 817,404; for average state, local 
government employee it was $12,233. 
Average pay in private sector was 
912.244. 

► BUSINESS LEADERS in Washington alread 
planning strategy for new Congress 
meeting in January. 

Hoping for even more substantial 
gains than those chalked up in lust-ad- 
journed 95th. 

Keystone of 1979 planning: Make 



WASHINGTON LETTER 
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inflation top priority in Congress. 
Effective anti-Inflation fight would 
require support of top business goals- 
incentives for job-creating investment, 
limits on taxes and spending, an end 
to over-regulation. 

In general, more reliance on private 
sector, less on government expansion 
to deal with economic problems. 
Sat local Chamber campaign to put 
Inflation at forefront of 96th Congress 
Issues already showing impressive 
progress. Overwhelming majority of 
candidates responding to Chamber's 
anti-inflation poll pledge to work for 
price stability If elected. 

National Chamber officials predict 
lection mandate this month for a 
oth Congress that will cut taxes 
further. Holt spending, and insist 
on curing the nation's number one 
1 llness — Inflation. 



INVESTMENT INCENTIVES will be 
Jor point of business drive to 
reach price stability through higher 
productivity* 

National Chamber economists say corp- 
orate tax relief voted was very small, 
despite claims of White House and Cong- 
ress. Actually, says National Chamber, 
only one fifth of what is needed. 

LABOR LAW RE FORK ISSUE may not even 
come up Ln next Congress. 

Our sources tell us labor probably 
will not try to mount another campaign 
to push Issue through 96th Congress, 
which convenes in January. 

One reason: Issue was labor's number 
one legislative priority — its defeat 
was humiliating far union leaders. 

Some labor experts say issue still 
on drawing boards, however, could 
surface once more next year. 

Hatter hinges on Nov. 7 election. 
If—as projected— there is net loss of 
several labor seats in Senate, labor 
law reform could not make It through 
Congress* 

► GOVERNMENT GEARING UP to begin task 
of putting President '5 new national 
export policy into effect. 

Policy aimed at expanding federal 



export financing, strengthening export 
promotion programs of State, Commeroe 
departments, Small Business Adminis- 
tration. 

Business reacted swiftly when Mr. 
Carter unveiled policy recently, calling 
It significant step toward fulfilling 
America's tremendous export potential. 

» PRESIDENT'S EXPORT POLICY, When 
carried out, will especially benefit 
small, medium-sise businesses Just 
entering export market, says Dr. Richard 
L. Lesher, National Chamber president. 

He adds, however, that Mr. Carter 
should give more consideration to 
variety of fiscal incentives designed 
to increase productivity of U. S. 
business and workers. This would en- 
hance competitiveness of American 
products overseas, he says. 

Trade experts say federal efforts 
needed. They predict U. S. trade 
deficit for 1978 will be in neighbor- 
hood of 150 billion, 

► SUPREME COURT WILL HEAR four cases of 
importance to business this term, which 
began last month. 

They involve: 

Whether strikers should be permitted 
to draw unemployment insurance pay- 
ments during strike. 

Whether federal agencies unilaterally 
can release information, under Freedom 
of Information Act, that la submitted 
by business and Is considered confiden- 
tial by business. 

Whether pension plans must conform to 
regulations of Securities and Exchange 
Commission, in addition to regulations 
of IRS and under Employee Retirement 
Income Security Act* 

Whether IRS can determine which 
accounting methods business can use in 
determining profit, loss of inventories* 

► REVERSE-DISCRIMINATION ISSUE awaits 
decision by Supreme Court on whether it 
will hear case or not* 

Decision expected soon. 

Case involves challenge to provision 
of affirmative-action agreement between 
Kaiser Aluminum Chemical Corp, and 
steelworkers union local in South. 




f I know 

whyl 

smoke! 



'There's only one reason I ever 
smoked. Good taste. 

"So when I switched to low tar, 
I wasn't about to give that up. If you 
^ don't smoke for taste 
what else is there? 
"But there was all 
that talk about tar. 
"Unfortunately, most low 
tar cigarettes tasted like nothing- 
Then I tried Vantage. 

"Vantage gives me the taste 
| \ 1 enjoy. And the low tar Ive 
:£ /■ bee n looking for. ' ' 




Philadelphia, Pa. 




Warning: The Sutgaon General Has Determined 
Thai Cigarette Smoking Is Dangerous to Vour Health. 
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Should There Be Universal Service? 



THE MILITARY DRAFT WilS Wrapped 
more than four years ago in favor 
of an all-volunteer system, 

Service pay and allowances were in- 
creased substantially to attract high- 
quality recruits, and a new emphasis 
was placed on recruiting women 

There is now growing Criticism in 
Congress, however, that the all-volun- 
teer concept not only has pushed mili- 
tary personnel cohte so high that 
weapons needs are suffering but also 
has failed to product; the numbers arid 
type* of enlistees anticipated. 

Some members of Congress believe 
that a return to the military draft 
should be considered. Others would go 
much further. They advocate a system 
of mandatory duty under which physi- 
cally qualified young men ami women 
would be given a choice af military or 
nonmilitary public-service activity for 
a specified period. 



Universal service, advocates say, 
would assure a sufficient supply of mil- 
itary manpower while avoiding the un- 
fairness of a draft that exempted 
women and allowed young men with 
financial and educational advantages 
to pursue normal lives. The required 
duty period of two Or three years 
would help all young people to mature 
and develop work-oriented attitudes 
and tkills that would be helpful after 
their obligations are fulfilled 

Opponents of universal servica say it 
would not solve the problem of attract- 
ing qualified enlistees to the armed ■jur- 
vices; sufficient incentives to do that 
must be provided regardless uf cost. 

A country at peace, opponents say, 
should no more think of conscripting 
its youth for military or other gavern- 
ment-sponsor<«d projects, however no- 
ble, than it should consider drafting 
people to teach school, deliver the 



mail, or perform other jobs at minimal 
wages. 

Those opposing universal service 
add that any high-turnover program 
encompassing millions of teen-agers 
would lie more costly than any added 
incentives needed to bring military 
manpower up to strength. 

Supporters of some type of manda- 
tory national contribution from young 
people have one telling urgume.nl — 
such a requirement imposed on those 
aged IS to 20 would help alleviate the 
youth unemployment problem, which, 
in some cities, is up as high as 60 per- 
cent among minorities. Universal ser- 
vice for all, they say, would be an 
equitable way of dealing With unem- 
ployment and maintaining an ade- 
quate military force. 

Whal do you think? Should the na- 
tion require a period of universal ser- 
vice from all young peopli'"* 



PLEASE CUP THIS FORM FOR YOUR REPLY 



Wilbur Martin, Editor 
Nation's Business 
1615 H Street N. W. 
Washington. D, C. 20062 



Should we have universal service for all young people? 
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Now-the no-rent, no up 
branch office from the Bell Syste 
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\ou can do business in a distant city for only S16*a month. 



Thanks u> the new miracle of Remote 
Call Forwarding-RCF-you can open 
a "branch office" in a distant city where 
there is potential business for your firm. 
Without investing in office space, equip- 
ment or additional help. 
Your cost? Only $16* a month. 
How RCF works. 
The Bell System will assign your firm 
a local telephone number in the city 
where you want to develop new roots. 
And to establish your identity in this 
city, your company will be listed in both 
the white and yellow-page directories. 
A t no additional cost 
Your cusiomer in the remote city aim* 
Ply dials your local number, and the 
call is automatically forwarded directly 
lo you... with no waiting and without 
operator assistance. 

All you pay for your new "branch 
office" is the kw monthly service charge 
of plus the low direct dial rate for 
ei »ch incoming call. Since your RCF 
number is connected to your regular 
business phone, no telephone is needed 
'* the distant city 

^CF— feat, convenient, inexpensive. 

RCF ttstahUahc!. your identity in an- 



other city. Your customers and field 
representatives can call you locally 
and directly. 

Though you're physically located in a 
distant city, to your customers you're 
only a local phone call away. 

Now you can grow with your market. 

RCF offers you the opportunity to ex- 
plore new markets- practically with- 
out investment 

To begin, you may only want to start 
out with RCF service in a single mar- 
ket. Later, you may want to open addi- 
tions I markets. No problem. You simply 
add RCF as you need it. 
As you'll find out from a Bell Account 
Executive, there are countless applica- 
tions for RCF. 

Find out from the Hell System how 
we can help your bu b inert b grow. 

Your business has special needs. This 
is why you should talk Id a Bell Ac- 
count Executive. Wrj can tailor service 
to your specific needs. 



"* In ii tt* I h<hh< iiMnfiif iMiHu turn fi 
ihglp nU nitmn ( " «*W I', nn , it. I 
■tvrr * nwnlMn t hnHT wt.-aJI v Wfitn 
artuiiiM al k"» rtlml dujuun *r*1 1> , T 
Vi*rt Lb-JI \. /(Villi Kj^niU*.^ a ill . 



There's no obligation of course. Call 
our toll free number right now-while 
you're thinking about RCF. 

800-821-2121 

Anywhere in tht «*ttgurtiH United SUilr* 
(Id Missouri tall flOMSfi!-212|] 
Or, if you prefer, JilXt aitn^lrtr and mail Uir caul 
«w ruuprirt heUmt 

The system 
is the solution. 



SvaUrni Sale. Center 
| 811 Main Strwl 

■ P.O. Bolt 14 IB 

J KariNa* City. Miuouri H 14 1 

I YES! I' m knutwatod. Tril ntr iiHXT about Rrnujv 

■ Call Fonrwdidi; and km :i ml! ( M rirh( mi linn I 
I undmuml Ihrrr n no ohUftallnn mihiv pin 

| Smi , 

| Thl» 



| Cn«niiiii_ 
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Bell System 



LOTERS TO THE EDITOR 



"The Abomination Called Economics" 



I don't know whether to be amused 
or outraged by your article. "Federal 
Figure* and the True Economic Story" 
{August}. 

After reading statement* such as; 
"The possibilities for error are large; 
"no One really knows for sure; and "ac- 
Ity. it omits some of the biggest 
items;" we arrive at the finaJ para- 
graph 

This concludes: "It's hard to imagine 
how our economic system could func- 
tion without a steady How of reliable 
statistics," 

Really now] Reliable in what way? 

Why you choose to discredit an oth- 
erwise excellent article is beyond me. 
Surely you know that a free market is 
the greatest mechanism Tor the alloca- 
tion of scarce means among competing 



ends that has ever been discovered or 
devised 

Maybe we never needed the Hula 
Hoop or Pet Rocks, yet someone per- 
ceived a market which no amount of 
statistics could have predicted. 

A better conclusion would have been 
to point out the absurdity of guessing 
in advance what individual consumers 
will prefer. 

Your article correctly points out 
that the quarterly projections have 
never been accurate. What's more, 
they never shall be. 

Only o free and unencumbt-rwJ mar- 
ket can distribute the most goods and 
services to the greatest number of peo- 
ple, a claim no economist can make. 
Our nation stands as proof to this 
truth, yet it, too, con be destroyed by 



blind adherence to thx» iibomin.it ion 
called economics us practiced by our 
federal agencies, 

RICHARD W. COCHRAN 
GtcrBe £. Brmt'Ti. /nxnranev Afirnc 
Lot Vegan, JVru 

Monitoring the federal books 

I recommend that a panel of busi- 
nessmen study the appropriations la 
the federal budget, and determine their 
worthiness. 

We all know that Washington haaaf 
propriatioiu on the books that should 
be discontinued. Many should never 
have been made. The panel should roc- 
ommrnd that they be killed. 

Also, I personally feel, as I am sure 
millions of others do. that New York- 
ers as a whole got theniHt'lvett into 
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The priceless gift of learning now has a price; $599. 
And a name: the Radio Shack TRS-80® Microcomputer 

And now, at last, your child has a chance to discover Tomorrow on Christ ma* morning. 




~'t*tr lata L-«4ll La- J . 
-nnni«H a, «aaf flavin |h«|l< 

r. fll*j ai iAi)t. ilual 



Tomorrow i» iui rkurmut wur|.l.li.mJ un iiimiiutcr»— .lil^J 
a* already hare. In it your thM con be * number in * mat hint, 
lilte a robot. Because lie or »hc liotn nix miJcrnarul cirhrr ihr 
lumber or tbr machine. Or your ckilJ coji be ptemurabty 
clrvjic-d into thtt brow new world with i gtti rhar hat onlf 
became iffVwiixbLc in rccrru mnriihi 

Tin Ri»iltu Slimk (k-i>hu| lympmcr lurcly uu*hl lobe on th* 
sift liM of every (orwerni-d parent. Jripift' that — thasuiiii 
leu than a moped — it CMllicf than jUi elrcrnc rnun A father 
write* to tell ut "this investment it one of the merit rijaulkant in 
value to our family and to the future education nf our child thjt 
■*» have ever teen" 

A CalifarnUn, wed 12. write* to tell ui ihm he't "too younato 
go to work for RjuUo Stack . . . but maybe we could work a ileal 

n hfl i- I . I .•_!.» U n[i HiM ftOgpUM f"l | M Am r !m Jl. i| ikuiki 

ut fur "nullum [ 1 1 . 1 - tlu> tapfniu of human innovation anJ 
creativity on an unprecedented »caJe." 

la your lifetime the pouibdiry of ownnsd cur jpvins: a campm 
— up w now — w«» umhinkabJi-. A totnpuwri' Thar tan teeth i" 
Remember' Ditplay on it» own *tre«n, J Play gumm' Cample** 
with a iiandud typewriter keyboard' t'litlunkuhlc — up to now 

but now Itir TtMIMtff.i* Mjiii.t.r i' umI noli lliilikjf.lr hut 

practical, affordable and available through t-vwv RplIim Mi.u k 
Rbr stui participatituj dealer- The TRS-90 pcnonal ctimputcr 
♦ytfern.' For the kidi i For Chrijinuii' Cray 1 tike a {ox' 

Radio /hack 

The biggest name in little computers 

* Enoiidh o» tradj Cofporaillofl }i r„rl War(h. Fiih JTIIOJ 
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When you need a showplace, 




I'm your 
builder. 



I ve built a tot of showrooms and 
retail stores. And that means Ive got 
experience. In site selection. Financing 
And design flexibility That's right, 
I can solve your big problems 





la [|JWf Jfotff Star ihonrdKe Hx> Jrruiji' fmi n.irri 



Like helping you choose the 
Star Building System that will give 
your business the distinctive sales 
image you want From colonial 
to contemporary With brick, glass, 
stone or other accent materials 

I II help you select from over 7000 
standard structural systems to meet 
your requirements. Or. I ll custom 
design a building just for you 

I II show how you can save energy 
using Star s new insulated roof and 
wall panels. 

I ll explain how Star s system design 
makes future expansion easy 
and economical, so that as your 
business grows your Star building 
can grow with you 

And I II get you into business last. 
Factory-fabricated Star buildings 
reduce on-site labor and go up often 
in a matter of weeks 

So if you re ready to build, give, 
me a call today CTAB^A^ 
I m your builder J IAK 



BUILDING 

SYSTEMS 



Call toll free 800-654-3921 

In OaftM uuKwl M lW 1KB f»«"<» wmn hmM^i ■ H ie Qann^nnu) o «■ euVf»»nfr*CTAi m it* mm pap* 



[heir predicament, and it should be up 
to them to dig their own way out. I 
resent my tax dollars being used in 
any way to help them with their irre- 
sponsible actions. 

FRED E. SPENCER 
Spencer Erufinfi, Inc 
Tampa. Fla. 

Bent control problem 

The George Fowler article ["The Bit- 
ter Fruit of Rent Control," August) is a 
superb And useful treatment for those 
who stand against the heinous crime of 
rent control. 

It presents n clear and concise pic 
tore of a problem not readily under- 
stood by most people. It is timely and 
complete in it* coverage of the subject. 

E. MASON biros 
Executive Viat PrtMident 
Chamber of Commerce 
Mitoiclair, N. J. 

Small business on strike? 

A recent letter. "Inflation: What It Li 
and How to Stop It." [September] fol- 
lows exactly a statement I made re- 
cently at a meeting of local small 
businessmen It's time small bwuness- 
es went on strike and demanded from 



our federal and local governments re- 
lief frum rising taxes. 

As small, independent businessmen, 
we must keep pace with pay raises de- 
creed by unions mid bun-jiucrat- with- 
out raising our prices. Some of us 
manage by giving belter service and 
quality; others go under. 

Government should follow the rules 
thut Small businesses hove to follow to 
survive. Let's set a date and closedown 
for two days, or better yet go out on 
strike indefinitely until some of our 
demands arc recognized. 

HARRY CUNJTTNf'.HAM 

-Vf/C Omphtcn. I'm: 
Chagrin FalU, Qfim 



Identification tip 

The article on jogging was well pre- 
sented. ["Jogging Away From It Ml." 
September] 

However, one piece of advice was 
missing. Two doctors, writing in the 
"New England Journal of Medicine," 
August issue, recommend that all jog- 
gers wear an identification tag with 
name, age, address, telephone number, 
known medical condition, medication, 
and allergies. 




tfycuf 



EXECUTONE LQ JEST 
FOR TELEPHONES. 

ines fair ifets exow, you're not flerting four money's worth. 



1. h flamy 
•rJuatom. * 1 «wtH to 

maintrtrnv radrwr 
inft-i m t Do y-ju otn 



i- Vou mud csnwilt *rti> 
(wntr mot*£»oplaon 
*n unjent major Can 
your pfionn ut up \tm 

ouii»d« offiW 



2 vou cm tanwtxMY in >our 
am ihr hn* it turt* Can your 
aunmaneaay coma you«*i«r 

' 0 H 



H Q 




J. A p(KIO*ii ringing nMfty 
t bul in mm id lhara In mnu.0' 
n Can you aftaanw Ihaloal 
t>am you tnm' 

0H 



4. Your Irili .I'.iiarv .in- 
running rathtr hagpl law? 

nrpgr junmatl m nj n tntj 
long ftatznu calls'' 



H B 



&ara1 r nairT3urtVpB.purftoP> W»y tiacufcinai » 
fcilatmanffmptiwm in 1 nnniii IliiHiaM PiiHimi 

75 HM iW rata itki[II>i ption* 1B» a<i laDpuHllPwrll 



Mm . 



Two of more ansvuws marked No ' mean 
your phonos aren't very tJrtgnl Of very 
economical II so. sent! us Una coupon and 
we II tell you about Trie Intelligent 
".-"(■-phones ' fry ExocUone Trieyil 
improve your communicaltofW and 
Ktva you money, too Thai s what makes 
iftemso smart. 



'Aprmar r/ prone* . 
Sta Jt 



Or. 



fxicifsitB 



,."b»ta_ 
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_ The Intelligent Telephone' Compa ny ' " 



In case of collapse or accident, the 
jogger con then be identified by police 
and medical people, 

ROBERT SMITH 



iVflnnn, 
J, V Smith DrUgCn 
We*l WorwickR. I 



About that duok . . . 

I was intrigued by your article "A 
Duck by Any Other Name. . ." [Sep- 
tember] and the nward given to Wil- 
liam K East hum, former National 
Chamber chairman. 

The similarities to the duck and the 
small businessman are plentiful. I 
thought you might be interested in my 
comparisons to the same creature: 

THE ISSUE CONCBKSS DUCKED 

A dead duck is out of luck; 
A sitting duck in game; 
A politician voted out 
b a duck that we call lame 

When wo say he is a funny duck, 
We mean he is a clown, 
And a duck's buck is the only 
back 

Where you always can gel down. 

A duck's sanity is questioned. 
A bad doctor's called a quack. 
And we say a man is looney 
When his mind goes out of 
whack 

Duck soup is when you dan't 

require 
Talent or a brain. 
For them we say it's a goad day 
When all we have is rain. 

And when something is ugly, 
A duckling it is labelled 
All in all the duck is one 
Of literature's most fabled. 

Impotent base runners are called 
Ducks on o pond. 
And we say he is a lucky duck. 
When we know we have been 
conned. 

If you put aJ! these together, 
A scenario does appear 
Of eongressionul ineptitude; 
The analogies are clear. 

So I propose the duck to them 
As i heir official crest 
To signify that when they're 

'Towl," 
They're nt their very bvrit 
JOE LUND 

/-/i.TMrunr Vtt'r Prewdrnl 
r'urmhund. !n< 
ff"pkini, Minn 
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it took Basic Four to let me 
mind my own business. 
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when i started this business, what made us 
grow was my gang out and scouting new lines 
and territories, adding salesmen, getting us 
new business And i know it's my Business to 
keep doing those tnmgs 
But tn ere was never time 
My whole day was spent fighting fires i 
had to Keep after the slow payers, constantly 
watch inventory and re order levels, check 
credit - stuff Hke that IF I didn't do It. It didrrt 
get done I felt like a one man band 
Then we decided to get a Basic Four 
computer System 200. 
What a difference! instead of having to dig 
Into everything myself, now i just push a 
button. The computer lists receivables by who 
owes the most for the longest It snows my 
exact inventory to the minute- witn re 
ordering almost automatic so we've practically 
ended stockouts. And it verifies customers' 
credit before accepting an Drder 

of course, system 200 does all our 
accounting- order entry to final statements - 
out costs less than a clerk One price for 
everything including the programs we 
needed, ready to go And it s simple: 
my secretary runs It. 

our BasJc Four computer has gtven me real 
control, it's freed me up to mind my business, 
better than ever before. And to concentrate 
on growing like never before 



let Basic Four help you concentrate on 
success - and growth - like never before Catl 
or write now 



Basic Four 

Your other self 





Basic Four 



Basic Four Corporation A Management Assistance Inc. Company 
14101 Myford Road. Tusiin. California 9?880 (7>4) 731-5100 



Rowers. 
To keep business blooming. 



A natural pan of that 
business is flowers. Especially 
for the holidays. 

As a gift to the homes and 
offices of clients and customers, 
flowers and plants are an easy, 



spontaneous demonstration 
of your appreciation But ihey 
also answer other business needs. 
As a tribute to employees on 
birthdays or anniversaries. As 
a way of brightening the 



office and the spirit. 

To keep business blooming, 
jusi make an arrangement with 
your florist. One call is all that's 
nueduu 1 . Your florist will 
do the rest, 



Floweis and plants are forewry business occasion. Naturally. 




The cuitniner plmvff Hjindt.' raited holiday arrange me nn 
JeiijrneJ to brighten ynui rwnt t 'ukiniiirt 



Tbr biiiiu call. Sen-.l .1 U .ni; ucmmci! business gifl 
io ihc home iirii f Cl-ciyc double (he upprectnUon, 




t be d«b Hl.l.'iK ..lie ..ii <*i i J ..if c v. £n her *.y 
Mower » rhouffhi that plcjsc-v iht oil ice nuiMMf.. 



I he tenlor pinner. V\*n\ mi idea nf i;.> nl j. ill 
a n si well wishet with thi* hold traditional fill 



BY JAMES J. KILPATR1CK 



Court Reform: Begin at the Bottom 



Fkw i'fiii'i.k have paid much attention, even 
within the legal profession, but some re- 
markable things have been happening within 
the judicial system. The movement toward 
court reform that began 15 or 20 years ago has 
gained momentum. Much remains to bo done in 
both state and federal courts, but at a time 
when ao many of our institutions are criticized, 
the courts deserve a few words of praise. 

One area in particular still cries out for at- 
tention — police and traffic courts. Their re- 
form strikes me as crucial. Some fresh thought 
also needs to be directed toward juvenile 
courts. The highest appellate courts, if they 
would stop being so stuffy toward the media, 
could contribute greatly to better public under- 
standing of the law. But let me get on to the 
encouraging news. 

Writing in the current "Yearbook of the 
States," published annually by the Council of 
State Governments in Lexington, Ky„ Jag C- 
Uppal reviews recent developments in half a 
dozen areas of court reform. Mr. Uppal is direc- 
tor of secretariat services for the National Cen> 
t*r for State Courts, an institution that itself 
reflects new development. 

THE rtNTKH was created in 1971, Early in 
1978, it moved into its $2 million permanent 
home in Williamsburg. Vn. Tin- center also up 
erates four regional offices in Boston, St. Paul, 
San Francisco, and Atlanta, plus smaller offices 
in Denver and Washington, D, C. The work is 
financed through federal grants and dues that 
are assessed against the states on the basis of 
Population: 4H nf iht 1 f><) static participate 

The center serves as a clearinghouse for all 
kinds of ideas and programs concerning the 
courts. Mr. Uppal's staf I ailso serves the Nation 
al Conference of State Chief Justices and other 
associations concerned with judicial functions. 
One recent project was a study of the use nf 
television in trial courts. In August, the state 
chief justices, meeting in Burlington, Vt., voted 
44-1 in favor of televising certain trails Such a 
v ote would have hoen unthinkable even a dec- 
ade ago. but the state chief justices are also 
riding the waves of reform and modernization. 

One trend can be observed in the changing 
'^'ationship between the judicial branch and 
• he other branches of state government. Part of 
l he ideal of American jurisprudence is the inde- 
pendent judiciary, but. historically, the courts 
nave been independent more in theory than in 
practice Judges generally have had to accept 
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the same personnel services, budget proce- 
dures, and retirement systems as executive 
agencies. Now, 11 states have established sepa- 
rate funding for their judiciary systems, and 18 
states hear an annual address on the State of 
the Judiciary by their chief justices. 

Qtkenuoub and simultaneous efforts are 
under way to improve the quality of juris- 
prudence. One is to get good people on the 
bench in the first place Another is to get rid of 
the incompetents still sitting. Toward these 
ends, many states have created commissions on 
judicial qualifications which appraise the cre- 
dentials of prospective judges. All the states 
except Maine and Mississippi now have com- 




missions that discipline, censure, and some- 
times remove erring judges. 

Let me confess some skepticism Jthout the 
effectiveness of these altogether admirable 
commissions The appointment or election of 
judges is part of the total political process. A 
thousand commissions on qualifications, sitting 
night and day. will never achieve a nice anti- 
septic purity; we wouldn't like it if they did, 
And as for censure or removal of bad judges, I 
will believe in this reform when I see better 
evidence of its success. When it comes to disci- 
plining their colleagues, judges stick together 
like gynecologists. Some of the state disciplin- 
ary commissions have lay members, but even so 
they are heavily influenced by judges who are 
reluctant to censure old friends who may have 
taken to the juji 

Other reforms are making better progress. In 
the past year or so, Minnesota, Nevada, North 
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Dakota, Montana, New York, and Utah have 
joined the movement toward unified court sys- 
tems. Similar reorganizations have taken place 
in California, Connecticut, Georgia, Texas, and 
Kansas. North Carolina has fixed time limits 
for the trial of criminal cases. South Carolina 
has created a statewide system of family and 
probate courts, A dozen states are experiment- 
ing with public relations officers, and 30 states 
have established intermediate appellate courts. 

ONE Or THE MOST USEFUL REFORMATIONS be- 
gan in Indianapolis in 1962. as a project of 
the city's Federation of Women's Clubs. Dis- 
turbed by reports of arrogance on the part of 
local judges, the women began sending a couple 
of silent observers to sit in municipal and crimi- 
nal courtrooms. After a while, they published 
their opinions on judicial conduct. Behold! Bnt- 
ter behavior. It is hard to estimate how many 
cities have followed the lead of Indianapolis, for 
such monitoring arrangements are mostly vol- 
untary, but Illinois and New York have created 
structured systems of court observers, and the 
idea is catching on. 

Still another innovation — on this one I re- 
serve judgment — is the use of lay judges, or 
parujudges, in some of the lower civil and 
criminal courts. Mr. Uppal's records indicate 
that 7,000 iay judicial officers are now sitting 
in ail states hut. California, Hawaii, Maine, and 
Massachusetts. An estimated 8,000 to 10,000 
positions may be open to such parajudges. 

If these lay judges, untrained in the taw, 
perform largely ministerial functions, all well 
and good. It takes no more than a desk calcula- 
tor to tot up an uncontested fine for speeding. It 
their judgments in contested civil or criminal 
cases are automatically subject to review, all 
right. But my concern for the most crying need 
for judicial reform makes me hesitate. In terms* 
of the judiciary as a whole, we have things 
upside down. The system ought to provide the 
best jurists, drawing the highest pay, at the 
very bottom of tho heap. 

A recent incioknt in Norfolk, Va.. provides a 
case in point. The city's principal traffic 
court is presided over by a jud^i- who has Iw-fMi 
on the bench too long. He is described as testy, 
thin-skinned, and often impatient with defen- 
dants and witnesses. A few weeks ago, the 
judge disposed of a minor accident case in such 
summary fashion that an involved woman ob- 
server wrote a hot letter to the Norfolk newspa- 
pers. She complained that the judge's court wan 
tike a three-ring circus. The judge, incredibly, 
kt-a his cool altogether and issued a summons 
against the woman, charging her with con- 
tempt of court A few days Inter, after the news- 
papers had raised Cain, the judge had second 
thoughts and quashed hi.H own citation. 

I hove been covering courts as a working 
newspaperman off and on for nearly 40 years, I 
know firsthand what it means to have a marti- 
net on the bench. For many years, Richmond, 
22 



Va., was afflicted with a coarse tyrant in the 
police court, known far and wide as Justice 
John. In those days, the court operated out of a 
shabby room in the basement of city hall. In the 
rear of the room, two cages held the day's de- 
fendants — one cage for black, one for white. On 
call, the bailiff would release the accused to 
appear before the bench. As often as not, the 
proceedings lapsed into a travesty of justice, 
cruel and inhumane. Blacks were routinely hu* 
miliated and just as routinely received harsher 
sentences and treatment- 
Justice John was succeeded by a dour and 
brooding fellow whose contribution to due pro- 
cess of law was the order known as "continued 
to," For some reason, the word to was pi*°" 
nounced to rhyme with go or so. A defendant 
charged with some petty misdemeanor was not 
found guilty or not guilty; he was simply dis- 
missed with the notation, continued to. No* 
and then, the newspapers would complain of 
this tenuous business, but nothing ever hap- 
pened. 

It is down in the police, traffic, and small 
claims courts that the greatest, efforts toward 
reform nhould be concent rated, it Ls here I ha* 
99 percent of the people will form the only 
impression they will ever have of the quality of 
justice in America. Few people ever hear oral 
arguments Ln the U. S. Supreme Court. Fewer 
still attend sessions of their highest state 
courts. As witnesses, jurors, or litigants in th« 
trial courts, many people do experience the ad- 
ministration of justice at that level. 
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ry lit the uoiTOM-RUN<i judges mutter m<: 
D Are they courteous, fair, attentive? Do they 
listen to both sides in contested cusea? Are their 
sentences just? Over the years, in my travel^ 
around the country, I have tried to slip int° 
municipal courts to listen For an hour or so. I 
have seen sleepy judges, rude and arrogant 
judges, and judges who seemed bored out of 
their minds. And, of course, I have seen first- 
rate judges — 'but not nearly enough of them. 

The states take good core of their top app*?'' 
late judges. California pays them $63,000 ann' 1, 
ally, New York, S60.600, and Pennsylvania 
$55,000 Rut when the states get down to tho 
trial judges in courts of record, the salary is not 
as attractive; more than half the states p*y 
such judges under $40,000 a year. It is a reason' 
able surmise that at the bottom of the ladder"' 
in the police und traffic courts, the pay W" 1 
seldom attract the best men or women. 

If] were reforming things. 1 would duuble * r 
triple the salaries at this level [ would requif* 
that the judgea be robed on the bench. I woulp 
campaign for courtrooms that foster an at"' 
lude of dignity and respect. Judges in thestf 
courts, in my scheme of reform, would be limit' 
ed to one term of maybe six years; the exp*? rl " 
once is brutalizing, and six years are enough 
Such a shift of emphasis would do more for th* 
image of justice in America than all the <>l h° r 
reforms put together, 
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Why Bob Ryerse uses 
a Pitney Bowes postage 
meter to mail as few 
as five letters a day. 



For 25 years now, Itie people 
of Simcoe, Ontario have been 
buying their flowers from Bob 
Ryerse a l Averse Brothers 
Flowers on Norfolk Street. North 

The place is a landmark with 
its breathtaking bloom of azaleas 
and geraniums planted around 
the grounds every spring Bob 
funs the business with his wife 
Barb and their teenage daughter 
Shelley, who helps out after 
school 

When Bob and Barb aren't 
taking care of their customers, 
they're taking care of their 
outgoing mail Correspondence, 
statements and invoices — it's all 
essential and it all has to get out 
As small as the flower shop is, 
Bob still found plenty of room to misplace 
or lose his stamps 

So |ust about five years ago. Bob and 
Barb got themselves a Pitney Bowes 
Touchrnatic" t postage meter mailing machine 
'Today getting the mail out every day is 
an easy job!' says Bob "MyTouchmaHc noi 
only meters stamps and moistens the enve- 
lopes fasi. but it even keeps an automatic 
record of what I've spent on postage for the 
year- 
Bob also likes the way the meter stamp 
can speed his mail through the post office 
taster, sjnce it's already been postmarked, 
dated and cancelled 

" Best of alC concludes Bob, "I always 
n ave the right denomination." 




tf you're beginning to think that your 
business could benefit from the convenience 
of a Pitney Bowes Mailing System, fill out the 
coupon and mail it to us. or call toll Iree any 
time 800-243-5000 (In Connecticut 
1-800-882-5577.) 
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ECONOMY 

Productivity Lag Hits 
the American Dream 

The American dream \n being shut- 
tered by the slowdown in productiv- 
ity," says Dr. Jack Carlson, vice 
president end chief economist or the 
Chamber of Commerce of the United 
9tfdp 

"The average American family has 
$5,000 lee* income this year than it 
would have had because the growth in 
productivity flawed- The total law of 
good* and service* is 8300 billion in 
1978 alone, more than all federal taxes 
paid by individuals," according to Dr. 
< "iirNnn 

Between 1947 and 1967, productivity 

mrrt'.i.spfl :l1 :,n :lpiti uiil ,i -. i- h rale n| 

3,2 percent; however, from 1967 to 



1977 the annual rate of increase 
dropped to 1.6 percent, the lowest rate 
unioni; major industrial countries The 
slowed rale undermine* growth in the 
standard or living ami rx mp e iUlytn ea f 
of American goods abroad. 

About two thirds of the 62 industries 
covered by the Bureau of Labor Statis- 
tics showed a decline in rates of pro- 
ductivity during 196*6-76. 

Various expertn huve identified the 
causes of the productivity decline as 
the rapid increase in regulation*, the 
unusually large influx of inexperi- 
enced women and youny ivople in the 
labor I'urce, the shift f rom manuluctur- 
ing to service industries, slower 
growth of investment and research 
und development, the depth of the 
1976 recession, the sharp increases in 
oil prices and other raw material eoafs, 
urn! resiririive onion work rules 



Causes for Slowdown 
in Productivity Growth Rate 
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Business Challenges 
Wage-Price Guidelines 
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Busine** is sounding the Alarm on 
President Carter's newly announrtd 
wagt-priee guidelines- 
Leaders in the private sudor hav* 
already begun mounting a major cunt' 
pin mi to make the nation aware that 
the so-called voluntary ituii-iiiHiiln" 1 
plnn could actually pose u threat w 
economic health. 

Despite the heavy use of thr.' "\ olutv 
tory" label in the deluge of pronounfe - 
tiii'nl,- ihhLiiiL^ I'rurii i hi.- Whin- H> u--- 1 
the administration plan contains sig" 
nifkant elements of actual controls 
Such controls proved economically 
astro us in the past- 

National Chamber Chairman 
Sheuron Harrin points out that guldC" 
lines of the type ill the Curler [jLui Jf* 
"the equivalent of controls, because 
such guidelines re peasant government' 
determined standards for wages aO* 
prices enforced by government sanC" 
tione, such as procurement policies" 

The Carter approach, he said, wmiM 
straitjuckct the entire economy in 
hopes cf restraining a few unions, 

llumnr-HA leaders are also challeng' 
ing the Carter approach for its fallui* 
to recognize the real causes of infi*' 
tion. 

In a recent survey by the National 
I fiumr>er-('iiillufi OrtumwilniTi. more 
fhnn 1,000 business leaders said th* 

!• ri l: • "I-.-- ill I'llhl VM'I - 

nve government deficits; costly federal 
regulations, tax policies that discuur- 
age productivity-increasing invest' 
merit . research, and development; 
union-negotiated wage increases it* 
larger industries; tux and minimum"" 
wage increases, plus other i n 1 1 ■ tr i ■ ■ rm 1 ^ 
actions by Congress 

In a direct appeal to President 1 11 
ter to attack the fundamental niitse* 
of inflation, Mr. Harris said 

"American business people, workl'i* 
und consumers are the victims, not th* 
cause, of infintmn Rather than placing 
controls on the symptom of tefla**** 1 
control* should be placed on the dou- 
ble-digit growth of federal taa**» 
spending, and regulations 
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CORPORATIONS 

Encouraging Trends 
in Import Competition 

Product* from the major developing 
nations will be increeringty sophisticat- 
ed, relying less and lets on the natural 
strength of Iow-cos1 labor, says a new 
study prepared fur the Congressional 
Joint Economic Committee. U. S. firms 
will Bnd that "competition Is likely to 
be more seven ta export markets than 
in domestic." the study udd* 

Conseque noes of (hese trends for im- 
port competition, save the study, are 
Uncertain but mildly encouraging, "If 
there is less emphasis in the advanced 
developing countries on supplying 
large volumes of particular types of 
consumer poods — as seems probable on 
the basis of our limited interviews — 
import competition may not produce 
■lb severe adjustment strains here as in 
the past," the study says. 

Seven countries — Brazil, India, Mex- 
ico, the Philippines, Singapore, South 
Korea, and Taiwan — and the crown 
colony of Hong Kong were studied. To- 
gether, their exports to the U.S. grew 
by 135 percent from 1970 to 1975, 
when they accounted for 29 percent of 
the U. S. imports from developing 
countries. 

The study found that U. S, manufac- 
turers of 18 products are highly vul- 
nerable to import competition from 
devfluping countries, and makers of 
another 140 products fnce lesser de- 
grees of competition. 

The most vulnerable product lines 
' n t- 1 1 j ,j e haikeU end bags.; men's and 
boys' coate, jackets, and suits; worn 
en's, girls', and infanta* shirts; scissors 
and shears; power transmission 
chains, tape players and recorder*; 
television apparatus and parts; electri- 
cal capacitors; electronic tubes; wom- 
an's nonrubber and athletic footwear, 
leather, rubber, or plastic slippers; 
leather glows; umbrella*, rubber, 
kether, and plastic wearing apparel; 
bicycle tinea and tube*; and rnisreLln- 
noou* equipment 

The study says: "The United Slates is 
likely to retain an unchallengeable 
Cfir npetit.iveadvnmageonl> in product* 
and techniques that are at the very 
forefront of technological development 
*> r that require a huge integrated mar- 
ket f 0r t ht-ir creation Examples of 
these are satellite communications and 
Photography, deep-sea mining, and 
large electrical generating systems." 

The study refers to a product cycle 
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in which new consumer goods and la 
bor-saving machines are likely to be 
developed first in the U, S. These prod- 
ucts would be exported to other indus- 
trial and developing countries. 

"As the technology required to man- 
ufacture these new product* became 
well known," the study says, "and as 
the items themselves became stan- 
dardized, production would shift to 
other industrial nations and later to 
developing countries for domestic con- 
sumption and for export to the United 
States and other markets." 

A classic example of this cycle, says 
the study, is the shift of the textile 
industry from the U. S. to Japan and 
even lower-wage countries. "The same 
type of transfer is occurring, with a log 
of several years, in the automobile and 
electronics industries," the study con- 
cludes 

SMALL BUSINESS 

New Policy Expected 
for Women's Enterprises 



President Carter is expected to ap- 
prove a women's business enterprise 
policy shortly and establish an inter- 




SB As Cloherty: Procurement needi 
specific attention by me govei-oment 



n«ency committee to develop new poli- 
cie* for female business owner*. 

Sources believe ih.il the committee 
will be coordinated by Sarah Wedding- 
ton, who replaced Midge Costanza in 
September as the White House liaison 
for women's affair*. 

Meanwhile, the Office of Federal 
Procurement Colin ha-> adopted the 
definition of a female-owned business 
suggested last July by an interagency 
task force 
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The definition says I hot at least 51 
percent of the business must be owned, 
controlled, and operated by a woman 
nr women Controlled is defined ns 
making policy decisions. Operated in 
denned as actively involved in the day- 
to-day management 

The procurement office, along with 
70 other government agencies, waa re- 
sponding to recommendations submit- 
ted to the White House by the task 
farce on women business owners 

Patricia M. Cloherty, deputy admin- 
istrator and chairman of the Inter- 
agency Committee on Women's 
Business Enterprises, says acceptance 
of the definition will allow the govern- 
ment to collect procurement data and 
expose any discrimination in the 
awarding of government contracts. 

"Procurement," she says, "is one of 
three areas that need specific atten- 
tion by the government." 

The other two, she adds, are educat- 
ing the female business owner in how 
to run her business effectively and im- 
plementing federal policy to correct 
sexual bias 

A status report shows that of the 71 
agencies involved, most have respond 
ed, and some have adopted the npecific 
recommendations- Few, however, pro- 
posed new initiatives and one — the Se- 
curities and Exchange Commission — 
did not cooperate. 

AGRIBUSINESS 

Higher Sales of Farm 
Equipment Predicted 

Based on a predicted 12 percent in- 
crease in gross farm income to $121 
billion this year, agricultural experts 
believe that farmers will be buying 
more farm equipment, fertilizers, and 
other production items in 1970. 

"Nearly 60 percent of all farm in- 
come is earned off the farm." explains 
Steve Guehert, an economist with the 
Agriculture Department Th>- dollar 
and percentage increases pertain only 
to the money that farmers will make 
from commodities " 

Likewise, statistics on the purchase 
of equipment and related needs are 
based on gross farm Income. Last year, 
farmers spent nearly billion on 
production- 
John Da vies. International Harvest- 
er's manager of communications. 
North American operations, says that 
retail sales of farm equipment have 
been up since April- "In the third quar- 
ter," be says, "our sales in the U. S. 
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were 17 percent higher than last year's 
third quarter." 

However, a spokesman for the 
American Farm Bureau Federation be- 
lieves that the dollar increase la grow 
farm income is not all that significant. 

"This year, farmers will net only 17 
cents af every earned dollar." Mr. Da- 
vies says, 



director of Lhe Office of Management 
and Budget, says that U. S corpora- 
tions sell billions of dollars worth of 
floods and services to or through their 
subsidiaries abroad- This, in turn, pro- 
duces millions of U. S. Join, increases 
export*, and generates tax revenues 
that would be lost if the income tax 
deferral were phased oat 

Mr Lynn told a news conference: 
"Anything that could have an adverse 
effect on the balance of payments 
would be absolutely wrong," He says 
the proposal could result in millions of 
jobs Io»L 

The Lynn study, whieh was done for 
the National Chamber's new Task 




.-. * A~ t ''Iff: SA> .- ** .-^'fj? 

Retail sales of farm equipment have been rising since last April, and 
continuing Improvement Is predicted lor the fourth quarter and Into 1979. 



INTERNATIONAL 
BUSINESS 

Bill to Phase Out Tax 
Deferral Expected Again 

Legislation to phase out the deferral 
of U- S. Income taxes an profits earned 
by American-controlled corporations 
abroad will he introduced again next 
year. 

The measure, proposed by the ad- 
ministration, was introduced in the 
95th Congress as part of a major tax 
bill by Sen, Edward M- Kennedy ID-- 
Mass.). A Kennedy aide said that the 
senator will make further attempts to 
bring the proposal to a vote in the Hew 
session "when b proper vehicle is 
found."* 

The National Chamber opposes the 
proposal because it would have serious 
repercussions for the nation's already 
■■mint of payments an well as 

the general health of the domestic 
economy 

A study by James T. Lynn, former 
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Force on International Tax Policy, con- 
cluded that a deferral phase-out would 
also cause an upward pressure for for- 
eign aid Underdeveloped nations now 
give special tax treatment to Lt. S. cor- 
porations that come in and help to de- 
velop their .-c-ntKitnie.v This practice 
would end with tht? end of the deferral, 
and developing nations would have to 
depend on foreign aid instead. Mr. 
Lynn Hays. 



LABOR 

Battle Expected Over 
Workers' Compensation 

Battle lines will form early in the 
next Congress over legislation to cre- 
ate a comprehensive, nationwide sys- 
tem of workers' compensation benefits. 

Business has criticized legislation 
proposed in the past as costly and 
counterproductive. 

Andrt» Mtttsonpierre, vice president 
of the National Chamber s Employee 



Benefits Committee, told a Senate sub- 
committee recently that yuch legisl*" 
tion would fail to achieve the needed 
balance between benefits and costs. 

"The spiraling upward cost of work- 
ers' compensation is beginning to cre- 
ate serious affordability problems fo r 
some employers." he says. 

"Unless remedied at an early date, 
the imbalances of the system will Iftfp 
workers' compensation to a position 
similar to the well-publicized morass of 
medical malpractice and product li- 
ability," 

Mr. Maisonpierre says the unbal' 
antes, reflect state legislative efforts di- 
rected at meeting the high benefit 
recommendations of a 1972 national 
study on state workers' compensation 
laws "without simultaneously at* 
tempting to achieve much-needed re- 
form in the benefit redistribution 
system" 



BUSINESS TRENDS 

Hiring Slows But 
Recession Unlikely 

A nationwide survey of 6,000 public 
and private employers shows that hir- 
ing expectations for the fourth gunr- 
tit, while lower than they wore a year 
ago, do not. presage a recession. 

Mitchell S. Fromsteln, president of 
Manpower, Inc., Bays his firm's survey 
"points to a strong hiring outlook 
anions manufacturers and a seasonal 
climb for the wholesale and retail 
trades." 

The weakest section of the country 
now is the West, which is unusuid, 
says Mr, Fromstein, The major cau^* 
of the drop is thought to be California 4 
Proposition 13, which is cutting inW 
hiring by public agencies and educa- 
tional institutions. The firm report* 
that California's hiring plan* are low" 
er than those of other states in th* 
West. 

The boom in the South continues W 

lend Lhe tiatMHi, With every jndll.-l '>' 

forecasting substantially greater hii" 
ing. In the Northeast, employers ore 
optimistic for the first time in two uno 
one-half years. Thirty percent expect 
to increase hiring. 

The status quo is strongent in the 
Midwest, where 60 percent of the firm* 
surveyed see no change Twenty-nir* e 
percent plan to increase hiring. 
nine percent plan stalTcutbacks. 

Andrei Glusberg, director of Mu n ' 
pu wit's international research and de- 
velopment staff, says that Hfc* 
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OUR SMALL BUSINESS COMPUTER 
NOW COMES IN SMALL, MEDIUM, 
AND LARGE. 



I'LL VtflCH VEft], \H PlftlH ENGLISH. 

not n mmtm vw? 

• CEKSAL luKp) 

• Pfl¥ROLL 

• ACCOUNtS REdlW&t 

• ACCOUNTS PWWLE 

• ORDER EWTPV AM BlLLtMG 

• JJW^JVTORV AND SAtf ANBLVSIS 
■ AMP HOPE 



IHE STORY Wm BC/7-600 COMPUTER 
'OR SMALL BUSINESSES. 



You're looking at the BC/7's new family. 

The desk-size convenience doesn't change, but the working capacities 
do. So you have a choice of small computers with applications for 
many different industry -oriented and general business uses. 

Pick the si2e for your business and it'll grow with your business -and 
no! grow out of your business. 

Every BC/7 is simple lo use. too. It'll teach you how in English 
In a sitting or two. 

And what ilTl save you in everything Irrim accounting to planning you 
can take to ihc bank, 

liven its price is amazing Starts as low as $700 a month to rem. 
And some of your rent can help buy it later. 

Service is from us, also one of the higgesi companies wish computers, 
programs, and the man to call in if something's not working out 

Introduce your business to the BC/7 
Family with this coupon. Now. \ 




HEa»^iii*iw:BC/r-800C0MPunR 

LARGE SMAlltUSWESSti 



SPER^V^WUNIVAC 
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"psycholo*ry of economics and polities 
pointa to some downturns eBrly in 
1979 and a recovery through 1980." 
While there will be some growth, he 
adds, there is a great deal of uncertain- 
ty in the business community, 
Mr, Glaaberg also predicts that: 

• Public .id mi met ration and educa- 
tion "won't do well; the psychology of 
Proposition 13 affects them through- 
out the country ." 

• Construction will alow down, part- 
ly due to the higher coat of money. The 
inflationary trend in housing will be 
reduced 

He foresees stability in finance, in- 
surance, real estate, transportation, 
and public utilities. Services, hp says, 
"will keep step with public demand " 



CREDIT AND 
FINANCE 

Stemming Bank Exodus 
Will Be Top Priority 

Legislation aimed sit halting the exo- 
dus of member banks from the Federal 
Reserve system is expected to be a top 
congressional priority next year. 

In 1977, 69 of the Fed's 5,700 meni 
ber banks withdrew, citid iti tht> first 
half of this year. 39 more left. 

G. William Miller. Federal Reserve 
Board chairman, says the 1978 figure 
was probably underestimated since 
many bonks are waiting to see what 
Congress does about reserve require- 
ments before making any decisions. 

Mr Miller also noted a growing 
trend toward big bank withdrawal 
from the system. Until recently, he 
said, most dropout* had been smaller 
bank* with 350 million or less in depos- 
its, [n 1977, however. 15 of the 69 
banks leaving the system had deposits 
of 3100 million or more. 

Work on House and Senate versions 
of the legislation stopped after several 
meetings between the leaden of the 
two banking committees and Mr. 
Miller. Both sides agreed that mure 
study of the bills was needed 

The bills call for uniform reserves at 
all Large banks, even if they are not 
Fed members. Small banks would be 
exempt from all reserve requirement*, 
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and requirements for medium-size 
banks would be generally lower. 

The American Bankers Association 
is vigorously apposing the legislation. 
It contends that the provisions of the 
present hills are too vague. 



GOVERNMENT 

Federal Doors May Open 
Soon for Travel Agents 

More Lhan 8.000 travel agents may 
finally be allowed to compete for some 
of the billions of dollars the federal 
government spends annually on travel. 

Current law requires direct procure- 
fm'ttt Hi' !ivT\ let* wjth a t'urrier for offi- 
cial government employee travel, 
except when the employee is outside 
the United Stales and cannot find a 
local carrier to honor a U. B. govern- 
ment travel voucher. Then, a travel 
agent may be used, 

A General Accounting Office report 
and hearings by the House Committee 
on Small Business have uncovered evi- 
dence of millions of dollars wasted on 
travel costs. 

Much of the money, says subcommit- 
tee chairman Rep. Marty Rusbo iD- 
IllJ, could have been saved by travel 
agents steering federal business travel- 
ers to discount fares. 

Some examples of waste given by the 
GAOare: 

• The Federal Aviation Administra- 
tion sp^nt $312,000 unnecessarily on 
air travel in 1976 for trainees flown to 
Oklahoma on individual fares. 

• Defense Department trainees 
npent an excess of S 230.000 because 
they didn't use excursion fares. 

• The General Services Administra- 



tion could save $306,000 a year on rou- 
tine flights to Denver. 

Testimony at the hearings indicated 
that more money could be saved by 
using alternate transportation Rep 
Albert Gore, Jr.. (D.-Tenn.) says that 
employees traveling to Boston. Phila- 
delphia, and New York should use the 
train. Energy Deportment employee* 
alone, he says, could save more than 
$40,000 a year if they walked across 
the street to a train instead of driving 
to the airport far a flight 

The prohibition against travel 
agent* started in 1699, when there 
were very few, At that time, the Comp- 
troller of the Treasury directed that 
transportation request forms be pre- 
sented only to a carrier ticket agent 
When the General Accounting Office 
took over the Cnmplrrjllor'a powers in 
1921, the directive continued. 

When the form was review! by the 
GAO in 1347, the Instructions beaime 
part of the regulations for obtaining 
transportation. And in 1952, the 
Comptroller General directly prohibit" 
ed use of commercial travel agencies 

The GAO report concludes: "The in- 
formation GAO has obtained is incon- 
clusive as to whether or not a change 
in tin- prvM'M prohibition is warranted 
on a cost-benefit basis 

GAO would, of course, not object to 
lifting the prohibition on an individual 
agency basis to the extent that such 
action is shown to be more efficient 
and lees costly." 

Travel agents are willing to earn- 
pete — even on a spot-repeal basis 
They may soon get a chtince to prove 
the statement of Rep. Milliceiil II Fei>" 
wick (R.-N.J.) that: "Anything busi- 
neas does costs less than anything 
government does " 

mid 




Federal employee* should use in* train to save costs, says Rap. Albert Goto 
But flying lo D»Has-FoM Worth (above) \% shit the most feasible way to go. 
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3107 Reduction Copier 



3400 Sorter Copier 




No company can offer you 
small corner thev don't have. 



If all you peed is a simple- small copier, a few 
companies probably Iwvc one dial can fill the bill. 

Naturally, wc feci that none fills it better than 
tlx* Xerox 3100 portable copier. 

Htu i! v>Hi nL'fi.i .i small copier that makes same 
size copies as large as 14 x 25, our 3100 IDC a the 
one that can do it. 

It vmi luvv t<> t educe large originals, our 3107 is the 
only small copier that tan bring mem down to a sUe 
people can handle. 

Out 3400 is the only small cower that automatically 
sorts copies and gives you completely finished sets. 



Wc not only offer you the widest variety ot small 
l'i tpicrv wi also make n possible foi you tu rem them oi 
buy tlicin with financing directly from Xerox. 

If you decide to buy, well offer you extras like 
constant updating of equipment, a service contract 
and much, much more. 

So instead of placing uihet companies in tlk* 
embarrassing position of having to explain what tliey 
don't have, call us. 

VJc-H be happy to show you. XEROX 



More 
Ups Than 
Downs for 
Business 
in the 95th 
Congress 



WHE* the first New Deal Congress 
adjourned in 1933, President 
Franklin □ Roosevelt told the mem- 
bers: "This Congress will go down in 
history as one of large accomplishment 
for the national good." 

There was little doubt the "3rd Con- 
gress had been an historical one- 
It had come to Washington with a 
mandate to lend the* nation out of ft 
crushing depression 

Under the Roosevelt leadership, the 
legislative branch 1 nunc lied a large- 
acale government involvement in eco- 
nomic and social areas primarily 
through regulation and spending. 

While the depression receded and 
economic health returned, that philoa- 
ophy endured. Successor Congresses 
continued to expand the role of the 
feder.il government in business and 
economic uJfnirs, and in social pro- 
grams as well. 

Today, about 90 federal agencies 
have regulatory functions, and u pri- 
vate research group recently identified 



Rep. Jack Kemp \H -H Y.), co-author 
of a major Up-cut proposal, and 
R*p. Marjorie S. Holt (R -Md). who 
favors Spending (Imitations, discuss 
|0<nl iTratrgy on Capitol Hill. 
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Freshman s«n. Richard Q. Lugar 
(R.lnd 1, was a leader o< the 
bipartisan Senate bloc thai 
defeated unlon-orlenied legislation 
to amend federal labor law. 



182 separate federal programs for 
transferring taxpayers' money to other 
individuals. 

But now that the 95th Congress has 
adjourned, an analysis of its record 
shows that it might well have marked 
iinoLher historic turning point in 
American political history 

There is ample evidence that the na- 
tion is seeing the beginning of the end 
tif the cycle begun in the 71rd Con- 
gress, which viewed on ever-larger gov- 
ernment presence as the answer to 
most problems. 

Americans who agree thurc might 
have been a limited need for such a 
presence in the early I930's have a 
totally opposite concept of government 
in the late 197ns 

They hove begun to protest costly 
government policies which fuel infla- 
tion Pulls tilso show ilml individuals 
are loukinu on government regulation 
more and more as u cause of problems, 
not an annwer. 

The extent of thai changing concept 






lb now becoming more obvious, but it 
was not generally perceived going into 
the 95Lh Congress. 

The combination of a newly elected 
Democratic President and h Democrat- 
ic Congress was viewed by the labor 
liberal political coalition as a golden 
opportunity for realizing its most am- 
bitious legislative uon\> 

Political coo intent a tors predicted in- 
creased labor clout in Washington as 
the union leaders who had helped elect 
President Carter began to collect the 
rewards of that a wl s t a n ce 

Business was extremely worried 
that the united White House-Congress 
political team would produce a series 
of shocks the economy would find it 
difficult to withstand. 

How do thus*? t'lirly t oncosts stack 
up now that the Sttith Congress ban nd- 
journed? 

Dr. Richard L Leaner, president of 
Uh- Chamber of Commerce of the Unit 
od Slates, said In a sessinn-iTirl sum- 



'In general, the 95th Congress was 
Tar more sensitive to the mood of the 
people than we had expected it to be. 

"Public clamor for a cutback in gov- 
ern mental excesses in bureaucracy 
and taxed resulted in soma progress." 

Hilton Davis, the National Cham- 
ber's legislative vice president, says 
thnt "we have not hired badly at all — 
really much better than expected with 
Democrats holding the White House 
and a two-thirds majority in Congress 
The 96th Congress has been far 
more conservative and favorable to 
* business than anticipated after the No- 
vember* 1976 elections. 

"But we have worked for that out- 
come," Mr DtitiB adds, noting that the 
National Chamber presented testimo- 
ny on nearly 222 measures during the 
last Congress, compared with 146 in 
the previous Concrete and 9H in the 
one before that. 

Notublv victories 

A sharp upswing in political partici- 
pation by business is also a factor in 
thr- nrw congress in i in I climate for busi- 
ness umurs. That participation in- 

Cludf* llu- fnr»Tl HtUHl .Hill Support it! 

Political. action committees to raise 
funds for probuirines* candidates. 
In the 95th Congress, business 
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The National ChamOer took the lead in alerting lh« nation to the fact 
ins! a cargo-preference bill would intensify Inflation Rep. Paul 
McCloskey, Jr., and H«p. John H. Rowaseioi. both California Republican!, 
spearheaded ih* eongreasioiml opposition thai defeated It* measure 



scored notable victories in preventing 
the expansion of the federal regulatory 
apparatus, in resisting organised la- 
bora efforts to strengthen itself at the 
expense of business, in fighting at- 
tempts to embark on various big- 
spending programs in addition to those 
already authorized, and in improving 
international trade policies 

In addition to action on specific bills, 
thr National Chamber was in the fore- 
front of concentrated campaigns that 
brought home to Congress the impor- 
tance of pursuing Lax policies that en 
courage job-creating investment, and 
the extent to which inflation has he- 
come n pressing national problem- 

However, Dr Leaner pointed out, 
( he ntnount of las rebel was greatly 
diluted in the rush to adjourn " 

Business also suffered some mil hail hu 
during the 95th Congress, losing in 
such areas as extension of the Council 
on Wage-Price Stability, pregnancy 
disability benefits, and increases in the 
mandatory retirement age. but the 
losses were far fewer than the victo- 
ries There wan also a sizable list of 
middle-ground developments that con- 
tained some desirable and some unde- 
sirable provisions for business 

WiLihington analysts offer varioui. 



reasons for what they see as the begin- 
ning of a shift away from the big-gov- 
ernment, big-labor, big-spending 
philosophy of Congress. While scarcely 
any realistic observer believes that ap- 
proach to national problems is disap- 
pearing, they do see some encouraging 
signs of moderation 

Sen Barry Goldwater fR -Ariz ). who 
has long viewed events in Washington 
iririi » conservative perspective, be- 
fiaees that even Democrats coming to 
Congress are more conservative than 
would have been expected in the past. 

'The American people have gotten 
pretty well fed up with what they are 
living through," Sen Cioldwater soys, 
"particularly inflation." 

And. lie ^ty.i, speakm^ lur the con- 
servative bloc in Congress, "the voters 
are sending us the kind of people who 
can work with us." 

A Democratic newcomer to Coin : • - 
■hares the views of the Republican el- 
der statesman. Rep. Dale Klldee of 
Michigan told Nations Business; "I 
think Democrats have come to real bee 
that when business is expanding and 
prospering, there are more jobs, ** 

Newer members of Congress m par 
titular, he says, "seem more aware 
thai the health of the economy tie 
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Where the Business View Prevailed 



These are examples of the major is- 
sues on which ihe National Chamber 
won important victories on behalf of 
the business community in ihe 85th 
Congress 

Energy — Some of the more oner- 
ous provisions recommended origi- 
nally by President Carter, such as the 
crude-oil tax, were eliminated from 
the final version of the National Ener- 
gy Policy Act Nevertheless, some 
key provisions opposed by business, 
such as the extension of regulation to 
Intrastate natural gas, were ap- 
proved 

Tax Policy— While the final version 
of this bill fell significantly short ol 
ousmess's investment-incentive 
goals, some observers welcomed the 
limited co ogress tonal moves toward 
encouraging investment, viewing 
them as a starting point for new initia- 
tives next year. 

Labor Low Revision— Labor lead- 
ers, worried about lagging member- 
ship drives. Bought passage of 
legislation that would have made it 
easier for unions to organize and 
harder for employers and employees 
to resist organization, The measure 
died in the Senate in the face ol in- 
tensive opposition from business- 
Consumer Protection Agency — 
The House, which previously ap- 
proved establishment of a new feder- 
al bureaucracy to represent 
consumers before government agen- 
cies already charged with represent- 
ing consumer Interests, reversed 
itself and rejected the measure. A 
groundswefl of public opposition to 
bigger government was cited as the 
basic reason for the turnabout. 
Common-site Picketing— In an- 




other major setback for labor, the 
House rejected a bill that would nave 
allowed unions to picket and shut 
down a construction site where many 
contractors were at work, although 
the union's grievance was with only 
one contractor- 
Cargo Preference — A bill that 
would have required that 9.5 percent 
Of imported oil be earned in U S 
ships was defeated after the National 
Chamber and ether groups pointed 
out the measure would be inflation- 
ary 

Alaskan Gas Pipeline— Approved 
was a measure favoring a Canadian 
route for a pipeline bringing natural 
gas from Alaska. 

Career Education — Congress 
passed a bill lo encourage schools to 
give more attention to career educa- 
tion. 

Congressional Campaign Subsi- 
dies — A move to finance congres- 
sional campaigns out ol Ihe U.S. 
Treasury was rebuffed. Business op- 
posed the bill because of its cost and 
the tact that ft would have increased 
the already substantial advantage in- 
cumbents have over challenger*. 

Corpornte Social Performance 
Index — The Commerce Department 
proposed the government establish a 
procedure for measuring corporate 
social performance but withdrew it in 
the face of business opposition. 

Customs Reform— Congress en- 
acted legislation to streamline and 
modernize archaic U S. customs law. 

Department of Energy— Lan- 
guage thai appeared lo open the way 
to national economic planning was 
daisied from legislation creating the 
now department 



Emergency Farm Bill— A highly 
inflationary and costly emergency 
farm bill was rejected. 

Federal Reserve Board — Efforts 
to restrict independence ol the Fed- 
eral Reserve Board were rejecled 

Hospital-cost Containment — A 
bill to set ceilings on hospital 
charges, viewed by business as a 
step toward a broader program of 
price controls, failed to win passage 

Illinois Brick— The National 
Chamber successfully opposed a bill 
that would have allowed arty party In 
an anti-trust suil lo sue any other par- 
ly anywhere in the rjslnbution chain, 
thus making business firms vulner- 
able to multiple suits for damages 

Medkare-Medlcald— Congress 
adopted amendments to curb fraudu- 
lenl and abusive practices. 

Occupational Safety and 
Health— Congress passed a require- 
ment lhat OSHA formulate plans lor 
on-site consultation for small busi- 
nesses. The legislation also contin- 
ued provisions exempting agncultural 
employers wtlh ten or fower employ- 
ees and exempting from first-instance 
fines employers with fewer than ten 
minor violations. 

Overseas Private Investment 
Corp.— Congress extended the insur- 
ance and guaranty- issuing authority 
ol OPlC to Sept. 30. 1981. 

Renegotiation Board— Congress 
passed legislation terminating the re- 
negotiation board on March 31 , t979 

Reorganization Authority— Con- 
gress approved restoration of presi- 
dential authority lo issue government 
reorganization directives, effective 
unless vetoed by Congress within 60 
days. 



pends on the state of health of the free 
enterprise system,"' Rep. Kildee, a 
member of the House Small Business 
Committee, said small business in par- 
ticular wee far better organised than it. 
has been in the past in making u- 
voice heard on Capitol Kill. 

Dr. Arthur Burns, former chairman 
of the Federal Reserve Board and one 
of the nation's most respected econo- 
mists, sees "faint Bickerings , . . that 
the American people are becoming Ussa 
passive about the dangers facing our 
nation." 

He give* this appraisal of the signs 
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of changing political perspective* ilmi 
mode their mark on the 95th Congress 

"The recent lax revolt of California 
dtiswai may be a symptom of a general 
awakening of the middle class- Of late, 
many politiciuiw have been vying with 
one tinOlher m proclaiming inflation 
as our number one problem. 

"Trade unions have been unable to 
persuade Congress this year that their 
market power needs strengthening. 
Much is heard these days in congres- 
sional halls about the importance of 
reducing business (axes A move lo 
cut back, rather than increase, cupi- 
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till gains rum won widespread support 
Congressional action over the next 
Few years will determine whether the 
>■•-■:.-■ nl iln- Mfith Congress did in fact 
mark u major turning point in Ameri- 
can history, or whether ihey were act* 
of political expediency 

Fiut there's little doubt Congress has 
started to move away from the philos- 
ophy expressed by freshman R<»p ,1 
Buell Snyder (D.-Pn.>. who declared in 
nn ndjuurnment-day speech to the 73rd 
Congress that the mission of the legis- 
lative branch was "to protect all the 
people nil the time. . " 
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□ Yes, I'd like a private demonstration 
of Qyx^ The Intelligent Typewriter" 
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Qyx Intelligent Typewriter System* 

A Division of EXXON Enterprises Inc 
264 Welsh Pool Road 
Lionville, Pa 19353 



An office-full of 



information processing equipment. 
right inside one powerful 
typewriter. 




on. 

The Intelligent Typewriter, 
is the one desk -lop typewriter 
thai lets you add Into ft what you 
need — when you need It 



Just imagine havtngthecapahili!', 
of many office machines in the small 
space of a desk-top typewriter! Now 
you can, with Qyx* 1 pronounced 
"quicks'*). It's the only system that can 
handle all your current typing needs 
better, more economically, and can 
also grow with your future needs. 

For a slart, Qyx offers you more 
advanced features to lake the tedium 
out of typing. Now your secretary can 
erase automatically, center automati 
cally, even retail slOTed phrases and 
formats. Qyx is, indeed, the most ad 
vanced typewriter. But that's not all. 

Imagine a single desk -lop type- 
writer thai can be made to store and 



edit text, display text — even send a 
letter by electronic mail! Qyx can be 
made to do any one of these, ox all of 
them By simply adding the capac- 
ity you need into ihe typewriter — 
instead of replacing bulky and ex 
pensive hardware each time your 
business needs change. 

This means you never pay for 
more than you need. But you always 
have the capacity for more Alt this 
adds up to flexibility and capability 
unknown before from a single type 
writer. In one word: Qyxl 

For a private demonstration, call 
toll free (800> 523-7602. 

Or mail this coupon, today. 



Y**, fd likt a pmala dnronftroiw 
trf Qy* . Tbt into lhg*rtt Typwitu " 
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The Hotel uilli ,1 garden 
In the sky. 

Hfcjh .itxM3 the street, sound 
and sights are muted Winds brush 
againsT ginkgo and pine 
Japanese accents that make the 
New Otartt a garden of calm tn the 
heart ■ rf l.os Angeles" downtown 
civic center 

DtnlrK) iind fining is a muJti 
nanonai experience. Including the 
best of 5 nations and 3 continents 
A stunning new oemference center 
is available for 
conwffli> >n*- 

n il vmlfMrv 

and a superbly 
trained staff te there to 
I save the international 
executive 





The Hotel on its own white 
■wmdv iwach 



TheKarmarvi 
Beach Hotel is nosi 
tinned in one ol the 
finest sunning and 
•swimming areas of \Afeikiki^ 
near Dfatflohd Head Close enough 
b> 'ii i the bustling center of Wnikiki. 
removed enough to enjoy the 
serenity of a quiet location. 

Rooms are comfortable and 
spacious and can be rented with 
kitchen facilities for long vacations 
Vhj can eat Japanese, cuisine or 

Hawaiian food or for big events 
;■■ ,- ir ih>' . > . irvr in M i- .n . I' 'II -ii 
Imperial Dininu Room 






the Hotel wilh a 100-year-old 

.J.lJI.MH'Sl- 'J.H (Ifl I. 

Situated corrrfortablv on a gently 
sir -ping hilL amid ten acres of tradi 
flonal Japanese gardens, the New 
Otaiii h beauttJulty 
removed (mm the 
hustV .11 m J hi hlli 
pace of ToJ«yo. And 
yel being one <& 
I he most com- j 
piere hotels in ' 
Asia- no hotel in 
TokV" c»in offer riK'T>' 

There's sport facilities, glamorous 
shopping arcades, special room, 
(or executives and -i2 luxunoiis res 
i. ii.n. mts and bare indudiiKi Asia's 
only Trader Vic's 



TOKYO 






YOUR NATURAL CHOICE 



U-SA Toll Free: (800) 421-8795. California Toll Frrc |«00) 252 0197. L^AiKn-Ie* (213) 629 J200 



TELEPHONE 




'Mildred, call the 
branch offices about 
the United Swivet dear 



Still using their telephone system? 
If 11 nickel & dime you to death. 



Hitachi can change all that 

I' you re like most New York 
companies you need to Improve 
control over your business tele- 
Phone costs Start minimising 
down-time losses. Halt escalating 
•ease rates Gain advanced 
electronic features that 
always provide you daily 
comtnun cations efficiency. 

Now. new Hitachi elec- 



tronic switching can help you influ- 
ence bottom-line costs With the 
intelligent EX-tO private switch- 
board you get all the benefits of 
Hitachi's 50-year, world-wide ex- 
perience all of the laiest compu- 



ter technology in a reliable work- 
horse telephone system The EX- 10 
PABXofferscomplele high-speed 
ease of operation and is readily ex- 
pandable as your company grows 
If you re tired of being short- 
changed by your present 
telephone system con- 
tact Hitachi It's one tOC 

TELECOMMUNICATIONS %^5?$%Zl 



/gh HITACHI 

^ TELECOMMUNICATIONS 



Can ut or our GriTriOulor» coll«CI Hih 
UtWor««l ComnujrucMioti Sv»lmri». Inc IJQ3 



\rcm CorootUion >.!12i Wfr-SUO 




Perhaps the smartest 
thing you can do is 
to have these people 
handle your insurance 

30 of the "Fortune 500" think it is 

...and so do a large number of other firms in all kinds of businesses. 
Companies with names you know, governmental agencies, and many smaller 
firms as well, have discovered the multiple advantages of working with a 
unique group of insurance professionals to solve their coverage problems. 
We have to do a better fob — why shouldnl you take advantage of it. 



eg BOWMAN CO., INC. 

1360 FULTON STREET BROOKLYN. N Y 11216 • (212} 636-6015 



Can Business Collar *up£~ a\w* 
White-Collar Crime? 




The problem is pervasive, ihe losses are 
staggering. Now, the National Chamber 
is helping the government in the fight 

By Tony V elocct 



'HE scenario is all too familiar. A 
computer programmer tie vises a 
*cht*me to penetrate a computer's 
built-in safeguards find gets sway with 
9 bundle of money. No tracks are left 
behind And the people responsible for 
the computer arc not even aware of 

tilt' crime 

C'fjtnputor*r«?3nted crimes cost buai- 
neooa B at least $100 million a year, 
according to the Chamber of Com- 
mence of the United States. But that is 
just nroall potatoes compared to the 
e«! 1 1 mated $14 bill ion annual cost of all 
white-collar crime. 

The staggering figure has prompted 
a new and concerted attack on this 
Problem that pervades the nation'i 
business community. 

One prong of the attack lb the Feder- 
al Bureau of Investigation, which bus 
designated white-collar crime one of its 
^ three priorities. About 1,250 spe- 
cial agent* of the FBI's investigative 
force— 15 percent— are assigned to 
white-collar crime. For fiscal 1979. the 
agency has budgeted more thnn $65 

'"I n to fight white-collar crime, a 

two percent increase over last year. 

A second prong is the National 
Chamber's Business Advisory Pans! on 
w mt*-CoUi» r Crime, which will assist 
Attorney General Griffin Bell on the 
Justice Department's national eco- 
RHnjfarhna project. This is aimed at 
c °wdinating the nation's public and 
pr ' Vot * resources in curbing crimes 
«*»inst business 

T t»no for action 

C hairman of the advisory panel, 
*bich is meeting in Washington this 
">oirth, ih.I Ki-vm Murphy, president 
°r TrallwayB. Inc., of Dallas. "There 
Nation s business • novbmskb 



have been enough studies on this na- 
tional problem. Now we need to find 
solutions and implement them," Bays 
Mr. Murphy. 

Crimes against business have bei-n 
rising steadily throughout the I970"a 
The Commerce Department estimated 
in 1975 that ordinary crimes would 
cost business more than 923 6 billion, 
up 60 percent from 1971. That figure 
includes a td.5 billion loss for retailers, 
$2.4 biUion for wholesalers, $3.2 billion 
for manufacturers, and $4.3 billion for 
service industries — all significantly 
above 1971 levels 

The $44 billion loss estimated in 
1978 by the National Chamber cornea 
from a variety of while-collor offenses: 
bribery, kickbacks, and payoffs; decep- 
tive practices such as the use of coun 
tcrfeit products, illegal aliens, and 
sweetheart contracts; credit card and 
chi-ck. fraud, embezzlement; pilferage, 
insurance fraud; securities thefts; and 
rmjcivmg slolun property The «'-li- 
mate does not include the cost of com- 
bating white-collar crime or losses due 
to antitrust violations and industrial 
espionage. 

"la most cases, all these crimes are 
committed without violence, but they 
attack i hi* very trust that is so essen- 
tia) to the American economic sys- 
tem," says William H. Webster, who 
became director of the FBI last Febru- 
ary. 

"Because of the highly sophisticated 
nature of the schemes employed, 
whiti-i t'lhir crimes comprise one of the 
most difficult challenges facing law en- 
forcement today." he add*. 

Until recently, very little compre- 
hensive dale existed on the nature of 
white-collar crime, except that it af- 




J. Kevin Murphy, a director of Ihe 
National Chamber, chairs Ihe Business 
Adwrsory Pjjrwf on Whlts-CollST Crime 

Fects almost every business in every 
part of the country However, studies 
conducted by business organizations as 
well as a new awareness and emphasis 
among law ■nfom-int-nt up-ucies arr 
revealing * composite picture of white- 
collar ■r i Tru- 
ll tit now known, for example, that 
the success of many of these criminal 
acts depends on the corruption of pub- 
lic officials, Moreover, white-collar 
criminals frequently occupy posit ions 
of responsibility and trust in govern- 
ment, business, industry, and the pro- 
I mi ■• 

Paw Judicial precedent* 

Police and prosecutors are often ill- 
prepared to handle crimes against 
business, especially the more complex 
kind. For example, the audit trail of 
computer-aitsisted crimes is usually ex- 
tremely difficult to track, tn fact, so* 
[ihi-l:rjil.-d criminal' ■"an prn^r.im n 
computer to enuse any reoird 'if turn- 
pering. Result Chances arc slim of 
gathering enough evidence to convict 
or even indict 

Because white-collar crime is rela- 
tively la vs, there are few judicial prec< 
edeiits upon which the prosecuting 
attorneys can rely to build cases. It is 
sometimes difficult to determine pre- 
cisely where the line belwern illivnl 
and shady practice lies 

Also, white-collar crimes ate among 
the most under-reported offenses in 
the U S. One rerutun is that some com* 
panic-, in- reluctant to admit they 
have been defrauded. Frequently, tap 
management fears the loss of public 
trust, public embarrassment, or nn ad- 
verse effect on the company's stock 

Patterns of sentencing for while-col- 
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A recent discussion between FBI Director William H, Webster (right) and Nallon.il 
Chamber Presitfrnl Richard L Leaner (ocusrd on crlnw end the judiciary System. 



lar criminals appear arbitrary and dis- 
criminatory. For instance, the 
American Ear Association report* that 
91 percent of that* convicted of bank 
robbery from mid-1976 to mid-1977 
upre sentenced to prison, white only 
17 [.it'rcvtil t>f thos* convicted of I'jnbtrK- 
zling bank funds were jailed. 

Losses due to bank fraud are esti- 
mated nt JaHJ million a year and can 
easily put small firms out af business. 
Fraud was a major factor in the farced 
closing of about 100 banks during the 
20 war* 

Top FBI concern* 

Bank fraud and embezzlements are 
ana of the FBFs top concerns in its 
white-collar crime pn^'am With few 
exceptions, the FBI will get involved 
only if the toss in S 100,000 or more. A 
significant number of embezzlement* 
and bank fraud cases can be handled 
by local and state enforcement agen- 
cies, enabling the FBI to apply its ex- 
tensive resources to the more 
complicated cases, many of which in- 
volve multiple state investigations. 

The engineers of bank frauds fall 
into thre* categories: organized crime 
figures, confidence men. and business 
people, many of whom are trying to 
save a debt-ridden business Most fait 
into the last two categories. 

Bribes, kickbacks, and payoffs occur 
in company operations such as pur- 
chasing, sales, advertising, capital ex- 
penditures, engineering, contract 
services, employment, insurance, and 
electronic data processing. Altogether, 
they cost business about $3 billion an- 
finally. These crimes also occur in ne- 
gotiations between labor and 
management and in transactions be- 
tween business and government. Mnny 
times they involve the corruption of 
public officials. 

"We have mors than 500 cases of 
public corruption under investigation 
involving members of Congress, elect- 
ed state officials, mayors, chiefs of po- 
lice, right down the line," says Mr. 
Webster, "Because they fit our general 
description of white-collar crime, we 
keep track of them through our on-line 
computer system." 

The financial impact of consumer 
fraud is about 321 billion a year. 
"There is more crime committed 
against consumers every day than 
there is crime in the streets," says n 
U.S. district attorney. "The public is 
constantly being fleeced." 

About 800 different devices an used 
to cheat unsuspecting consumers 
They include phony charities, unor 
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dered merchandise, work-at-home op- 
portunities, medical clinics which give 
false diagnoses leading to expensive 
treatments, phony going-out-of-busi- 
ness sales, fake contests, unnecessary 
home repairs, degree mills, collusive 
bidding, price-fixing conspiracies, and 
unscrupulous correspondence schools 

In today's modern cashless society, 
Americans own about 300 million cred- 
it cards and write approximately 26 
billion checks a year. The opportuni- 
ties for fraud are virtually unlimited 

Costs staggering 

By conservative estimate, card issu- 
ers absorb an estimated $100 million 
annually in fraud-related caws About 
20 percent of these come from credit 
cards that are issued on false applica- 
tions. Cards that are issued to but nev. 
er received by legitimate applicant* 
account for another 20 percent, Most 
losses, however, involve cards that are 
either lost or stolen from cardholders. 

Check fraud is estimated at f 1 bil- 
lion annually, which covers not only 
bad personal checks but also bogus 
pa} roll checks 

In one cose, an employee pained ac- 
cess to a firm's check-writing machine, 
executive signature imprinter, and 
blank checks, The person wrote 31.1 
million worth of fraudulent checks and 
cashed them. So much far internal con- 
trols 

Many businesses consider internal 
theft by embezzlers and pilferers their 
muM serums problem Between five 
ond eight percent of employees steal m 



volume, while another 50 percent steal 
to a trreater or lesser degree 

The cumulative effect is enormous 
Industry sources attribute SO to 70 per- 
cent or the shortages in retail inven- 
tory to employee theft, which also add* 
to the price of merchandise; sometimes 
by as much as 15 percent 

One (if the most infrt-ounil ly pros- 
ecuted of nil criminals is the receiver, 
or fence, who knowingly purchases, 
sells, or handles stolen merchandise- 
Trie fence's job is to serve us the mid- 
dleman by tunneling stolen property 
purchased from thieves Ui various out- 
lets for eventual sale to Consumers 

Unscrupulous business people are 
part of the chain. "The distribution of 
stolen property is not easily achieved 
without connections with some so- 
culled legitimate businesstTii'n ■ so 
that it enn iw resold to consume n» 
through an outlet that is seemingly 
legitimate." one fence told the Senate 
Select Committer on Small Musing 

Take the case of Mack who, t he com- 
mittee heard, operated three electrical 
outlet stores. In 1970. he purchased 
stolen electrical construction materi- 
als vulucd at about SI million. To this 
amount must be added t he losses to the 
construction industry in labor costs, 
delays, and replacement of the stolen 
property. An assistant district attor- 
ney described Mack'* operation «* 
typical. 

In all. the receipt of stolen property 
accounts for about $3.5 billion of Lb 1 ' 
total cost of white-collar crime. 

llow many securities have been 
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NCR Paper carbonless 
for people who watch 




r f 




their waste lines. 



A four- part carbon & bond form has three sheels to throw away 
And Ihrowmg away carbons is messy. And time-consuming. And expensive. 
Every sheet in a business form on NCR Paper'carbonless 
is a working paper. You can get the best without the waste. Now you can get unsmudgeable 
NCR Paper that produces a Black as well as a Deep Blue image 
Ask your printer or forms supplier for proof 
of the quality that only NCR Paper can prov d- 
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Wanted: Computers That Will Not 
Compute for Criminals 



Perhaps the most (tightening and po- 
tentially dangerous form of while-col- 
lar crime involves tho use of 
computers. Once an automatic data 
processing system has been compro- 
mised, it is as easy lo steal Si million 
as it is 10 steal $100. 

Consider the real-Ida case of a 
former New York Gty bank lelfer who 
had access to a computer terminal 
controlling a branch bank's accounts. 

A trusted, nine-year employee who 
worked as a supervisor, John 
Burke — a flclilious name — credited 
deposits to customer accounts. Then, 
using the computer, he altered the 
rocord, reduced all or part of the 
amounts, and helped himself to the 
difference. 

When a customer noticed a dis- 
crepancy in his balance, Mr, Burke 
passed it off as a computer error, He 
then used his terminal to transfer 
money from other accounts into that 
of ine alert depositor. 

Eventually he was caught — by ac- 
cident Police raiding a gambling op- 
eration discovered betting receipts 
that showed Mr. Burke was wagering 
up to St 1 ,000 a day. His salary at the 
bank was $1 1.000 a year. Over three 
years, Mr. Burke had taken about 
S1 4 million from customers' ac- 
counts. 

"Considenng the growing reliance 
on computers and the proliferation of 
their use, computer-related crime 
may be only in its infancy, with un- 
imaginable consequences possible," 
says Susan Huoell htycum. a San 
Francisco attorney specializing in 
computer law. She is chairman-elect 
Of the American Bar Association s 
section on science and technology 
and a member ot the board of advi- 
sors lo the math and computer so- 
encea section of the National 
Science Foundation. 

Ms. Nyeum and Donn B. Parker, a 
computer scientist a I Memo Park. 
Calif., investigate ail kinds of comput- 



er abuse. Their research is helping 
others to design more sophisticated 
safeguards. They have analyzed hun- 
dreds of cases which show that while 
the average bank fraud or embezzle- 
menl nets toss then SI 00,000. the 
average computer fraud lotais 
$430,000. 

Computerized bonking — electronic 
fund transfer — is spreading and is 
"potentially the most vulnerable type 
of computer," says Mr. Park Br. "It 
has the greatest nsh because ol the 
large number ol transactions." 

More than 10 percent of the coun- 
try's banks, savings and loan institu- 
tions, and credit unions either offer or 
plan lo offer some lorni of computer- 
based banking service, according to 
the Electronic Money Council, a 
group of financial institutions set up 
lo prornole EFT. 

Current losses from computer-re- 
lated crimes m the Uniled Stales are 
estimated to range from S100 million 
lo 5300 million annually Some crimi- 
nologists believe that only 1 5 percent 
of these crimes are recorded. 

There are about 1 50.000 commer- 
cial-scale computers in use in the 
United States loday This number is 
expected to double by 1985, says 
Ms. Nycum. Moreover, the growth will 
be accompanied by a comparable in- 
crease in the kinds of computer pro- 
grams handling assets. 

Computer-related crime is nol re- 
stricted to jusl stealing money. Capt. 
Crunch got his nickname because he 
discovered thai a loy whistte given 
away )n cereal boxes could generate 
perfeel pitch By blowing the whisile 
into a telephone, be was able to 
make thousands of dollars' worth of 
free phone calls. 

Capt. Crunch is now in prison be- 
cause a noma computer he hooked 
into the telephone lines gave him 
away. 

Law enforcement training, like 
many of the criminals, is getting more 




Or. Dennis Branstad, National Bureau 
ol Standard*, display* device uied 
to protect Integrity of eomputni-i. 



sophisticated, particularly in the area 
of computer-related offenses. For ex- 
ample, the FBI now offers a two- 
week course at Ouaniico, Va.. to ac- 
quaint agents with computers and 
automated accounting systems. 
About 500 special agents have taken 
Ihe program. Another 70 special 
agents have completed one month of 
schooling to help ihem handle com- 
plicated computer fraud cases. Simi- 
tar training <s ottered to U S. district 
attorneys. 

Of course, built-in computer safe- 
guards are only as good as ihe com- 
puter programmers who feed ihem 
into the apparatus. Major projects 
currently under way will improve com- 
puter security. 

Bui. says Fredenek Huber, a com- 
puter expert who works for Ihe Mew 
York Telephone Co.. "computer 
crime Is exploding. Where computer 
technology Is in the 21st century, 
computer security is in the days ol 
the Conesloga wagon." 



stolen or uwd in fraudulent schemes, 
and what is their total value? Law en- 
forcement agencies can only guess. As 
of mid- 1975. about 400.000 lost, itolen. 
or missing certificates, worth 55 3 bil- 
lion were listed in the computer system 
of a company that was established to 
validate the authenticity of securities 
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Since the 130 or so subscribers to the 
system represent only about 10 per- 
cent of !hf SKurities industry, the to- 
tal value of all outstanding lost, stolon, 
or missing securities is probably much 
higher. 

The insurance industry does not 
know for certain how much is lout, to 

NA1 



fraudulent claims each year but ad- 
mits that it ib substnntinl. 

"h w difficult to mtimiiu- the nnnuiil 
cost of insurance fraud in 1977 at any- 
where below the S3 billion mark, and 
this is simply the direct cost," myn 
Jamm F. Ahem, director of the Insur- 
ance Crime Prevention Institute. "Tho 
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It costs you nothing 
to find out. It could cost 
you plenty not to. 



Whal Ynu Sh«uld Know Before You Build" Is a working iool that can help you 
save money before you build when you build, and after yuu build., for years to 
1 11 ait; It hi'Jp-- yini di-'iride whal typi,- of building b«?st soils yuur uperahnu'i prerieul 
and futurts need*. 

In this booklet we raise iriinurtunl questions you should ask before uuiislrucliini 
buylnji. You get checklists and facts on property, situ planning design, confllruclion, 
r imlraet details. And lt'a free from FW;oe. As one ot the leaders in pre*«iittineared 
building systems, we're knowledgeable and highly experienced on the subject of 
saving you money. Consider; Pascoe Building Systems eliminate most nf the variables 
that plague ordinary construr.tioti. Your Pascoe Builder can guarantee cents, Poscoe 
Buildinus save on Initial und over-all costs of ownership. They cent less to heat. cool, 
operate, maintain. Insure. Kxpiindability \h huilt in so they are designed to grow 
when you do They go up 30 to BO days wxmer than building of ordinary Lonstruc- 
lion, you move in earlier. Beat of all Pascoe Buildings come In a nearly unlimited 
choice of designs, types and sizes, adapting to virtually any manufacturing, indus- 
trial, coniriierciol. or Institutional iit;ed. 

If we didn't believe thai our mure efficient ubo of men. materials, and methods 
dtdn'l save you money and still give you the besl 1 lk >kin pj[ building un the block, we 
wouldn't dan; make this offer. For your FREE COPY of "VVhal You Should Know Before 
Ynu Build; und the name of your nearest Pascoe Builder complete the coupon and 
mall today. 
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FIERCELY COMPETITIVE TRUCKS 



Bison is fiercely competitive to help 
you compete fiercely. 

Available in 108 and 116-inch cab 
lengths, Bison offers GVWR's up to 
66,000 pounds and GCWR's up to 
80,000 pounds. 

For strength with reduced weight. 
Bison's cab is built of high-strength 
aluminum alloys and fiberglass- rein- 
forced sheet molded compounds. 

Bison also has a lot of backbone. 
A ^s" frame is standard and a H" 
high- performance steel channel for 
heavy off-road work is available. 
Both can be reinforced with avail 



able 14* inverted "L" and ! V inner 
channels. 
Add one of the biggest cabs in the 

BISON 



CHEVY TRUCKS 



industry and a wide choice of avail- 
able power train components, and 
it's easy to see why Bison is so 
fiercely competitive. 

Also cheat out Chevy Titan cab 
over and Bruin short-cab heavies for 
full line coverage. They're fiercely 
competitive, too. 




BUILT TO STAY TOUGH. 




Increased personnel lo handle false 
claims and the costs of security com- 
bine with those fraudulent claim dol* 
Ian. lu increase I ho uveroice premium 
an estimated 15 to 20 percent" 

The largest cause on record involved 
the Equity Funding Company of Amer- 
ica, which issued 64,000 fnlsc insur- 
ance policies to create a barrage of 
phony claims The result was n $2 bil- 
lion fraud. 

Organised crime Influence 

As if while collar crime is not 
enough of a throat lo business and a 
challenge to la* enforcement, there in 
a darker mde to the problem — the in- 
fluence of organized crime. 

"In most instances, organized 
crime's movement into business is 
done quietly through legitimate invest- 
ments," says Edwin J. Sharp, chief of 
the FBI's organized-crime section. 

"These investments provide hood- 
lums with show money for tax pur- 
poses. This makes it possible to 
luundn r illegal funds. m-1 Hp frvnt CO* 
poraliohs to cover their criminal oper- 
ations, and to bankrupt companies ut u 
profit when they" no longer have any 
use for them." 

The House Committee on Govern* 
muni Operations reported that rocke- 
teer holdings in Sew York City real 
esUite alone may run as high as $300 
million In another major city, the un- 
derworld controls 89 companies with 
total assets of more than SttGO million. 

The Senate Special Committee to In- 
vestigate Organized Crime in Inter- 
state Commerce uncovered 46 types of 
businesses into which organized crime 
and other criminals had channeled 
their funds, including coal, oil, steel, 
shipping, and auto manufacturing. 

FIH Director Webster, testifying be- 
fore a House Appropriations subcom- 
miltev enrliur this vear. said there are 
■trong indications that members of or- 
ganized crime have also gained a foot* 
hold in the manipulation of several 
financial institutions around the coun- 
try. 

The price of white-collar crime goes 
far beyond the $44 billion estimated 
■d§* to American businesses, 

A major long-term Impact is the de- 
basement of competition and a loss of 
Public confidence in business, indus- 
try, and the professions. Often, the end 
'"esull is increased pressure for new 
BJvernment regulations that strap free 
^tarprise 

Government guidelines saddle 
•"anftger-j with far more rigid and 
cumbersome requirement* than prob- 
M ATlON'8 BUSINESS • NOVKMBSft 



Citizens Who Did Something 
About Crime 



One year ago, the citizens of Moon 
Townshrp, a suburb of Pittsburgh, de- 
cided lo slop bang victims of crime. 

With the guidance of two local po- 
lice officers and two members ol the 
FBI, they formed a enme resistance 
committee thai included 22* street 
captains — citizen volunteers — who 
watched tar suspicious activities with- 
in the elementary school district to 
which lhay ware assigned. Churches, 
schools, business people, and crime 
victims got involved 

The program is still going on today, 
the results have been extraordinary. 

During the first seven months of 
1978, burglaries declined 28 percent, 
and the incidence of breaking and 
entering dropped 18 percent in resi- 



dential areas, compared to the same 
period last year In addition, the rate 
of serious crimes that were solved 
improved 77 percent 

"We've achieved fantastic results 
because the people involved were 
task-onented," says Special Agent 
Paul Cundiff, the FBI's crime resis- 
tance coordinator for the Pittsburgh 
division, a 26-counly area m Pennsyl- 
vania and West Virginia. 

"II can to done in any town, but it 
lakes total community involvement." 
he adds 

Communities and businesses inter- 
ested in crime resistance programs 
should contact tho Crime Resistance 
Office, Federal Bureau of Invostiga 
tion, Washington, D C 20535 



nMy would have been the case if indus- 
try had faced the problems squarely 
and instituted appropriate action It- 
self," says Dr. Richard L. lusher, presi- 
dent of the National Chamber. 

Law enforcement officials are fre- 
quently asked for simple answers to 
the problem, as though a complete 
antidote exists, says Joseph E, Hene- 
hon, chief of the FBI's white-collar 
crime section. "There is neither a sim- 
ple answer nor a substitute for busi- 
hiws's concern for the internal controls 
of its own operations. 

Breakdown at control* 

"A common thread to so many 
white-collar crime cases is the break- 
down of internal controls wiihin an 
organization," says Mr. Hirnehan, who 
Is also a certified public accountant 
For example, the FBI recently invest!- 
if uied ii case in which money was 
stolen from a bank's night deposit box. 
Agents found that a young employee 
had sole responsibility for collecting 
and disposing of funds from the box. 

"A hrt-iihdowri iti b.-t-iL' ihl-rnul con- 
trols contributed to this theft." says 
Mr, Henehon. "Top management 
should hove asked two questions: Why 
waa there a breakdown, and what safe- 
guards were missing?** 

Far bu!*inr-iisi?h that are serious 
about reducing their exposure to 
white-collar crime, the itarting point 
in a close •elf-examinulion- 

"The atmosphere of workable, In- 
ternal security must come from top 
management," says Mr. Henehsn. 

LsVVf 



"Without that commitment, generally 
you are apt to find a breakdown of 
internal controls." 

The FBI's crime resistance program 
provide* guidance on how businesses 
as well as peopl* can minimize thmr 
vulnerability to crime. 

Th* program has achieved only lim- 
ited success so far, largely because 
businesses and the public have been 
alow to adopt it However, some major 




Lnw ent orc*m»nt ngenclet throughout I ho 
U. 5. utilize the FBI's crime laboratory, 
which Is contkjtrtd the beat hi ift« world. 
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A COMPLETE 
8-PART COURSE IN 

EXECUTIVE 
SELF-DEVELOPMENT. 

"EXECUTIVE SEMINARS IN SOUND" 
Yours To Try For 15 Days... FREE! 



Through these dramatic sound presenta- 
tions you use your imagination and memory 
to "soak up" hundreds of guidelines to 
business success.. .to master your role as 
manager. ..to inspire new confidence in 
others. ..to motivate those who work for 
you... and to enjoy your own success. 

Realistic Dramatizations Put You In The 
Picture. Remember the days of radio drama 
...where the vivid use of actors and sound 
effects enlisted the powerful aid of your 
imagination? You could close your eyes 
and "see" what was happening and it be- 
came indelibly etched in your memory. 
EXECUTIVE SEMINARS IN SOUND 
works on exactly the same principle. 

Noi A Series Of lectures.., The situa- 
tions and people you will meet are as real 
as those you encounter every day in busi- 
ness. You'll "sit in" on actual problems 
as ihey unfold, listen to how they're mis- 
handled, and then, through I ho advantage 
of "slop motion", a narrator will interrupt 
the action to point out errors, to explain 
what went wrong and to show what should 
have been done. 

The Overwhelming Advantage Of Con- 

vcniencc.Casseties are used on the scan* 
Uard cassette player that can be activated 
anywhere at anytime. At home during your 
leisure hours. Beside you as you commute 
to work. While traveling on a train or 
plane. Furthermore, they can be shared by 



others in your organb«ttion...even used for 
group training sessions. 

Executive Seminars In Sound is a unique 
learning adventure which will enable you 
to explore, in real life dramatizations, these 
essential guides to business and manage- 
ment success. 



1 




Explores the art of communication — talk- 
ing, writing, listening. How skillful are 
you as a coinnuiriicaior, compared to 
the businessmen you'l 
hear 

cassette' 




2 



Will help you capture wasted hours, 
turn them into productive effort so 
you can truh CONTROL your time 



4fe Reveals techniques ihat master man 
agens use to evaluate facts and mini- 
4lPmi/je risks in decision^ 
making. 




4Drumati2es a wide variety of "people 
problems" and how they arc solved... 
everything from spotting leaders lo 
settling interoffice 
conflicts. ^ 



5 Demonstrates how to hand over respon- 
sihility to others so >ou can free \our 
self for the real job 
of managing 



6 



Learn the new cm techniques l>>r eopine. 
with constant changes in \our busi- 
ness resulting from growth, eompeti- 
lion, economies and government 



7 Understand your situation today and 
know how to set realistic goals for the 
future through these re-creations of 
revealing ease histories. 






8 The personal psychology of how to 
overcome fears, blind spots and v 
varieties ol hang-ups that can rob 
you of the joy of achievement. 

The complete fi-pari course ai only SMS includes: 

• A handsome 1 1 1 < " x IIS" vinyl cassette hinder 
with a built m pocket lor etteb cassette. 

• The compk-tc sot u[ eight cassettes, each one 
of ler'tng 45 to 5(1 minutes of playing time. 

A Study Guide providing a written synopsis 1 ■ ■ i 
each cassette, ideal for your personal review, as a 
reminder of section* you'll want to go buck lo tint! 
listen ip again, or fur formmnug j?rmif> iraimny 
session* in your company 

I >n mi., ScrtunjM l» Simnd 

day ausln k»i» By omply fillinn ou 

kiiw. yi»u cun rummr ilx.' mm 
..ftkx Jl \\iut Ic-tlJI r ' 

Nation's Business 
Executive Seminars Division 

Ibl5 H Street. N.W,.Wa*hu^tuit. D.C X**2 

MS, I accept jMiOf I Vday Auiiilion Offer Pleavf mail thtf ctimptelc 
' .. i .•,.'>. I tfmiUf Sfminun in St ■ »nh tiuuy bukIc If nt« itwx 
.nj^-lih kjiivricd I cm return it tor lull refund of my pu>mcni 
tot InilMtl thnrft wrvlr* ril ta» tm 41001 •Jl-tUll {In tllirwn call 

(MO) P72«JW. 
□ Chech 0th:l.*cd (nf inf. 
Bill to B) 

t □ Bank Amcrn.-j.rU O Mast*r Chars*" □ American Hapten 

*>■ — ExptmiK ii \Hte 

I *ll Maxlct Chjir|(c. cnler 4i!ij[i< numNrr ahme ttnme 



in tie \\'uf\ } HI 1 l<ii •■ I '■ 
uittl return in* ihc vmipoti 

Jitd cixvk At huiti*:. Ill (tie 



< all fori),* rritrini^ add tjtfr* In 



The High Cost of Shoplifting 



Hesail sates far 1978 could reach an 
all-time high of $771.7 billion, sur- 
passing lasl year's total of $706 bil- 
lion. That's the good news. 

The Dad news la lhat ahophiters 
will siphon about tour percent otf the 
top. Result Retailers will incur about 
a S31 billion loss, and consumers will 
pay higher prices, 

Shoplifting la Ihe most widespread 
crime affecting retail stores today 
Reported incidences rose 73 percent 
between 1967 and 197?. Small retail- 
ers are hardest hit, Some of them, 
unable to compensate for the dram, 
are forced into bankruptcy. 

Adoul Four million shoplifters are 
apprehended each year, according to 
the Commerce Department. But only 
one of every 35 shoplifters is caught 
The FBI reports lhat three times as 
many people were arrested for shop- 
lifting in 1976 as in 1970, 

In a recent study conducted by a 
major security service firm. 500 shop- 
pers were followed at random tn a 
New York City department store. One 
ol every 1 2 was observed stealing an 
item while in the store. 

The cost of combating shoplifting t& 
eipensive. Legal fees as well as the 



corporations, including the Ford Motcr 
Co. Kraft, Inc., nnd Republic Steel 
Corp.. are making a major commit- 
ment to crime resistance. 

Attorney Genera! Bell believes that 
efforts to control white-collar crime re- 
quire more concerted action between 
the private sector and government 
"Before any action can become a reali- 
ty," he Bays, "closer liaison must bo 
established between the public and the 
private sectors." 

This month's meeting of the Nation- 
al Chamber's advisory panel is one ef- 
fort toward that liaison. One idea thui 
hot been considered is the establish- 
ment of n national economic crime cen- 
lor lo serve as a clearinghouse for 
information nnd to develop education- 
al and training program*. 

Sayi Mr. Murphy of TraJlwayi- 
"While the merits of such a center 
have yet to be weighed futty. it would 
appear to be helpful for small business- 
es which do not have the resources to 
battle the problem." 

In addition to its advisory panel, the 
Notional Chamber has published a 
handbook. "White-Collar Crime— Ev 



trma of executives and security offi- 
cers involved may exceed the value 
of the stolen merchandise. 

Retailers are experimenting with 
loss prevention methods. The Broad- 
way stores, a $500 million a year de- 
partment store chain headquartered 
in Los Angeles, claims Id have found 
the most effective strategy yet 

In 1971. the retailer began outfit- 
ting Ihe majority of its security people 
in red Jackets to patrol its 47 stores 
with other personnel in plainclothes 
The idea, of course, is thai a would- 
be shoplifter is unable to be sure 
whether ho or she la under surveil- 
lance, 

"This high-visibility approach is 
based on discouraging shopli Iters, 
rather than arresting and Ihen pros- 
ecuting them, which is very expensive 
and time-consuming," says Charles 
A. Sennewaid, director of security. 
"Wo have achieved outstanding re- 
sults in reducing our inventory short- 
ages." 

For every shoplifter lhat is arrest- 
ed, according to Mr. Sennewaid, an- 
other 25 or so are deterred. "We are 
also much less vulnerable to civil law- 
suits." ho says 



eryone's Problem, Everyone's Loss." 
based on extensive research. 

Another organization active in bat- 
tling white-collar crime is the Ameri- 
can Society for Industrial Security, 
headquartered in Washington, D. C. 
Its primary goal is to disseminate 
crime information and upgrade the 
level of professionalism of its more 
than 11.000 members here and abroad. 
Its members include August Bequai, u 
former trial attorney for the Securities 
and Exchange Commission, who re- 
cently published the first college tent 
book an white-collar crimr- 

Uy ttir.' end df (hi" year, the society 
will have conducted 13 national work- 
shops and conferences on organized 
nnd whiLe-cotlnr crime. The society 
alio sponsors introductory and ad- 
vanced courses on management princi- 
ples in security. 

The Uiw Enforcement Assistance 
Administration awarded a grant to the 
American Management Association to 
plan realistic ways of controlling 
white-collar crime- Its recnmmrnriii- 
tions fall into three categories: defen- 
sive, deterrent, and demotivnting. 




Access to some computers Is controlled 
by fingerprint snslyvis. which read* 
fingerprint pattern* and compares them 
with those in the computer's memory, 



Defensive programs would protect 
assets by making it more difficult to 
steal them. Recommendation: Educate 
and train management in the systems 
approach to loss prevention. 

Deterrent programs would make it 
more costly to steal assets. Recommen- 
dation: Accelerate the development of 
specialized economic crime units with- 
in the offices of district attorneys. 

Demotivating programs would de- 
crease the motivation to steal company 
assets, Recommendation: Launch a 
joint community effort by schools, par- 
ent-teacher associations, businesses, 
civic groups, law enforcement agen- 
cies, courts, and the local media to de- 
motivate young people from 
shoplifting and vandalizing. 

"Attitudes toward white-collar 
crime are changing, but much too 
slowly," says Dr Lesher of the Nnt mu- 
ll Chamber. "Too many businesses are 
still willing to accept it as an unavoid- 
able t'lr-t of doing business or rational- 
ize their failure to attack industry - 
wide urobk-niu on (he grounds that it is 
law enforcement's Job. 

"The real question is whether busi- 
ness wants to bear I hp cost of subsidiz- 
ing white-collar crime by treating it 
with kid glove* or invest in a gloves-oif 
strategy which, although not without 
cost, promises to earn a murh lug her 
return over the long run." 

Add* Mr Murphy; "We know the 
scope of the problem. Let's get blnrted 
on solving it" □ 
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Do even pigeons avoid sitting 
outside your office? 



Do potential clients and customers walk into your office, pretend they have the 
wrong address and walk out? 

You may not realize how out-of-date and out-of-touch your offices are. 
The kkins are experts at making an office look and work the way a modern 
office should. That means everything from an inviting reception area and 
executive offices to the secretarial pt ><>l. 

Since we are New York's largesi office furnishings firm. The Itkins have the 
decorating skills, enormous selection and sensible prices. And we do offices for 
everyone, from the ambitious young lawyer to the still-ambitious, multi-floor 
advertising agency. 

So what can you do if your office is not even for the birds? % L 
Call or send a carrier pigeon to The Itkins. r-ryt 

"**■""" Ineltkins* 

~ " — - 
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HEALTHCARE 

SERVICES 
DESIGNED FOR 
WHEREVER YOU LIVE. 



Big city or small town, here or abroad, there is 
always a need for good health care. What's 
different is the environment in which it's 
delivered. 

At AMI. we're working with community leaders 
and health care professionals in a wide variety of 
environments. Ws're sharing the experience we've 
gained as owners and managers of hospitals and 
providers of health care services in the U.S., U.K.. 
Europe, the Middle East. Latin America and Africa. 

We help medically underserved areas in the 
US. to obtain the necessary financing for their 
own health care centers. We perform feasibility 
studies, provide design and construction super- 
vision, and staff, train, equip and manage hospi 
tals for them. The town of Corning. Arkansas went 
from approval of financing to full hospital opera- 
tion in less than one year. Our pre-engineered 
hospital designs and selected equipment sched- 
ules reduced construction time and costs. 

Here are some of the things AMI is doing in 
other parts of the world: providing open heart sur- 
gery facilities at our hospitals in London for 
patients air lifted from the Netherlands and 
Norway; training health care technologists in 
Venezuela: managing the first major private hos- 
pital project in Egypt in 25 years; and operating 
the world's first mobile CAT scanners in the U.S. 
as part of our shared medical services program. 

AMI*s 13,000 health care professionals are mak 
ing health care services fit 
the needs and resources Am\ IUI 
of people in over 400 j ^llwll 
communities. No VL-^ ™ e Ifl ternational 
matter wlirre in the Health Care 

world they live* Services Company 
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Wherever 
New York goes, 
there's a Hilton waiting. 



The Washington Hilton 

Washington. D.C 

The Capital Hilton 

Washington. D.C 

Hilton Inn/ 
Teton National P»rk 

Jackson Hole. Wyoming 

Airport Hilton Inn 

Memphis. Tennessee 

Airport Hilton Inn 

Fait Wayne. Indiana 

The Seattle Hillon 

Sfatlle, Washington 

Airport Hilton Inn 

Denver, Colorado 

The Fresno Hilton 

Fresno. California 



The Valley Hilton 

Sherman Oaks (Los Angeles), 
California 

Northlake Hilton 

Atlanta, Georgia 

The Augusta Hilton 

Augusta. CienrnM 

Hilton Inn 

(irwnslnirn Nnrlh t .IH'lin.) 



The \cirth Shorr Hilton 



(I lin.ti!3.t.ir.-.i) 




Hilton Inn 



HurHngtnn. North Carolina 



Airport Hilton Inn 

Bangor. Maine 



The Hartford Hilton 

l-lartford. Crinnee'ticul 

Hilton Inn 

Corning. New York 

Hilton Inn 

C riinstoii (Provitieni c), 

Hll<nfi' I'.l.tll'l 

Airport Hilton Inn (JFK) 

Nrw Yurk. Noi 1 York 

The Niagara Hilton 
Niagara Falls. New York 

Hilton Inn and National 
Conference Center 
f -,isr Windsor, New Jersey 

Hilton Gateway 
Newark. New Jersey 

The Mount Laurel Hilton 
(Philadelphia Area) 
Mount Laurel. New Jersey 
The Fort Lauderdale Hilton 

Fort Lauderdale, Florida 

Hilton Inn 

Lakeland. Florida 

The ClcarvL«trr Be*ch Hilton Inn 

< Nm ru'iii it Hi'iii h Honda 



Throughout the U S. A - In more than 
1 50 dties and resort areas — there's a 
Hilton waiting to welcome you to show 
you outstanding hospitality 

As you travel from coast to coajt 
whether an business or vacation pleasure, 
think first of Hilton Chances are, 
wherever you go you'll find a I LI ion! 

Every Hilton often a relaxed 
atmosphere, the finest and most 
courteous service, elegant touches that 
have made the name famous the 
world over 



AH FHltorts haw comfortable, 
beautifully appointed guest rooms, 
spacious facilities foe meetings and 
banquets, fun- packed and exciting places 
to dine, be entertained or enjoy a friendly 
cocktail You'll like the sparkling pools, 
ample parking, convenient room service 
- and you' re able to charge at) of Hilton's 
5ervk">7i on most major credit cards 

Hilton throughout the world offers 
the easiest, fastest and most personalised 
reservation network . . f ltltoi i 
Reservation Service 

So, wherever and whenever you plan 
to travel, thon's no plate like Hilton 




There's no place 
like Hilton. 

For information and reservations 
can your local Hilton Reservation 
Service office or your travel agent, 



Business Executives 
Urbanologists 
Population Experts 
Economists 
Students 
Writers 
Historians 
Teachers. 






This book is 
about America. 

Where we were. Where we are. Where we are going* 



Did you know... 

...In IHfX). i he average Ameri- 
can wife hud six children? 
. . .for our first I St) years, 
except at lime of war. the 
principal business of our 
federal government was carry- 
ing mail" 

. ..in terms of PKXf purchasing 
power, the I L '7H dollar is worth 
only 1 Sk" 

. by the year 2(XX). there will 
be nior v senior citizens fo and 
over than teenagers? 

Pubtished by Nations 
Business magazine, this busi- 
ness almanac is an indispen- 
sable guide to American 
yrowih in the past 201 years. 
All the faets are here, m a con- 
cise, easy-to-read handbook 
L ' i mipiled In ihe economists ol 
the Chamber of Commerce of 
'he Untied Stales. There are 
lorly-si* Vdimensional color 



graphs, statistics on ever) 
aspect of American life. 

"THE YEARS Of 
CHANGE— An Almanac at 
American Progress" should be 
at the fingertips of everyone 
who is a student of our past 
anyone who is concerned 
about our future, 

For your 
>. i >p> oi rhi^ 

handy 
reference 
book, mail us 
[fie coupon 
today. 
Special dis- 
count prices 
available for 
Ljuantitv 
orders. 



Partial Contents: 

• Population •Education 
Immigration • Productivity 

• Energy 
Consumption 

• Income and 
Expenditures 

• Government 

• l.ise-* 



• Business 

• Age Distri- 
bution 

• Labor Force 

• Industry 
Dist ri but ion 
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Nations Business Magazine 

lionk Department. 

1619 H Stteei. N,W.. Washington. D.C 200W 

□ PUmte send me copies of THE YEARS OK 

C'HANf.rf- m SS.^eiK-li IPMtAge Jnd handling included.) 
1 cnwU>w .1 t'ltcck munt-y urilcr for I 

D Pleuscscrtd mc infnrm.o u m • m \po ul iju.mtiis 
discount 

N:ime 

Company 



Aililftm 



\ City. 
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Are you spending too much time 
returning phone calls? 




«... 



Your Bell Telephone Company 
has a way you can return calls 
with one push of a button. 

Think of the time you'd save 
if you could return calls without 
shuffling through a pile of phone 
messages. 

Well, now there's a phone chat 
can do this for you. Your secretary 
can program telephone numbers 
into it as calls come in. 

And even make 
notations on the 
phone's faceplate 
with a grease pencil — 
"called at 10," "back 
afti r lunch." When 
you're ready to 
return your calls, you 
simply press a button. 

Ill-re's lUl'ithc! 

typical situation. You 
speak to certain 
clients every day. 
That used to mean 
dialing, busy signals, 
redialing — a lot of 
wasted time. Now 
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Makcsc#"sa( 
the push of j txrftoo. 



you just press a button and you're in 
instant contact with whomever 
you wish. Up to 31 numbers can be 
programmed into the phone. 
3 1 numbers you'll never have todial. 
These are just two time saving 



applications of the Touch- a -matte 111 
dialer by Western Electric, It's just 
one of the ways your Bell Telephone 
Company can help you run your 
office more efficiently. 

Improvi ng efficiency. 

Say you're trying to settle a 
misunderstanding between a client 
and your home office. Instead of 
calling the first party, then the 
second, then the first, etc., etc, 

etc., with a Com Key* 
telephone system, 
you makea conference 
call. You can talk to 
each of the parties. 
And they can talk to 
each other. Issues are 
settled when they 
arise. With just one 
call, instead of many 
and without operator 
assistance. 

Or let's say 
you're talking lu a 
client and you need 
to consult your files. 
With the Speaker* 

Ehonc option, you simply press a 
utton and put thecal! on a speaker. 
Now your hands are free to 
consult files or take notes. 

And if you get put 
on hold, you can also put 




your call on the speaker. So you can 
go about your work until the line 
is picked up Again at the other end. 

The Com Key system also can 
help you organize your internal 
communications. So your secretary 
can announce calls through a 
speaker in the set, even tf you're on 
I he phone. You can set up conference 
calls within your office at the touch 
of a button. You can even restrict 
access to your line to ensure com- 
plete privacy. 

There's even more to Com Key 
systems. More time-saving 
features, More ways to make your 
business more efficient and more 
productive. 
^ Plus, they're 
backed by 
the largest 
and most 
experienced 
service 
department 
in the business. 

Speak erphone fed you 
do two things at one*. 

And when it comes to making 
phone systems, nobody knows 
more than Western Electric. 

We've been making telephones 
that America's depended on for 
95 years. 

Tailored to your needs. 

No matter what size your 
business is. your Bell Telephone 
Company can tailor a system to fit 
your individual communication 
needs with just the features you 
want There are even flexible 
payment plans to suit your budget. 

To find out what the right 
system is for your business, call your 
Bell Telephone Company today. 

You'll endup with more 
than a better business phone 
system. YouU end up with 
a better business. 




Western Electric 



SOUND OFF RESPONSE 



Let Congress Experience Regulation Personally 



THE VAST MAJORITY of NATION'S 
BuRiN'ius reader* believes that 
('unlinks Should he Huojecl to regula- 
tory lew*. 

Uftdvr existing Jaw. i'or.^Tf^ mny 
exempt it* own members from regula- 
tions that executive branch agenda 
impose on the private business sector 
Claiming to have oawtttuuraiii! and 
managerial reasons for doing so, Con- 
K'rtv* ha* F*t>rciBed ih:ii power .u;air. 
and again. It has excluded it* 536 
members and 16,500 employees from 
coverage under such regulatory l,r.', 
as the Occupational Safety And 
Health, National Labor Relations. 
Equal Pay, Fair Labor Standards. Civil 
Right*, Equal Employment Opportuni- 
ty. Freedom af Information, and Priva- 
cy acts 

But Sen Patrick J Leahy I>-Vt.J 
wants to change all that. He recently 
introduced legislation that would not 
only eliminate the exemptions present' 
ly enjoyed by Congress but also make 
members of Congress and their staffs 
subject to social security taxes. 

In the September "Sound On" to the 
Editor." readers were asked whether 
they felt Congress should be subject to 
regulatory laws. 

Many who responded said that if 
( onijmei were subjected ro iho njiw 
regulations imposed on business, Con* 
grew mifjht hr rnnrv inrtlned lo ihink 
harder about the consequences of its 
legislation Vaughn K Evans, vice 
president of First Federal Savings and 
I (. in Association of [luvennort, Iowa, 
says: "Perhaps if they are subject to 
regulatory laws, we will get fewer of 
them, and the laws we do gel will be 
better " 

L. J. Hudspeth, manager uf Westing- 
house Electric Corp "s Overhead Distri- 
bution Transformer Division, Athens. 
Ga. agrees "The only way that Con- 
gress can posiALhly understand what 
has happened to its well- intentions) 
legislation after the bureaucracy has 
re-interpreted, rewrltlm, or subverted 
it is for Congress to experience its im* 
piemen tat ion personally. 1 " 

Tom Payne, an attorney from Jack- 
son, Miss., adds that, like business, 
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Let Someone Look 
Over Its Shoulder, Too 



Colin D. Monro* e . pubssher of 
'ho Yankton Oaity Press and Dakota™ 
Yankton, 5. Mrya: "Abaolulety 
yet. Only ay being tub|ected to 
ihem will they begin to underaiand 
iho |ru« impact ol the laws they paaa." 



("oivret* should be subject to felriel en- 
forcement of regulatory laws. Such en- 
forcement might even lead to the re- 
pesi of some existing lawn. Mr. Payne 
says that Ulysses S Grant said it best; 
'I knrjw '•••< method to secure thf ya> 
peal of bad or obnoxious law* so effec- 
tive as their stringent execution." 

John M. Crouse, n vice president of 
Whirlpool Corp. s administrative cen- 
Tit, Benton Harbor, Mich. sees possi- 
ble economic benefit for the country if 
Congress stopped enacting regulatory 
legislation. 

"It is about time that Congress al- 
lnw.s (tic buh;iu'-x.h]naii U) function in 
the most efficient, economical manner 
possible." Njiys Mr. Crouse. "The can- 
imued pohsagt! of more and mare ro«u- 
Uision hus contributed to the country'?, 
largest single problem: inflation " 

Similarly, R. H, "Bob" Lewis, n 
Washington itate senator from Spo- 
kane, foresee* a better life for Ameri- 
cans as a result of mibfecting Congress 
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What makes Congress so perfect 
that it doesn't need Big Brother 
looking over Its ihoulder?" asks 
Kit S. Hiehf ower, president of Basle 
Metal i. Inc.. Dallas. Texas. He say* 
yea to regulatory laws for Congress 



to regulation "Perhaps the experience 
would drive home a message. Too 
much regulation can be a deterrent to 
efficiency, enjoyment of work, and 
freedom of assault inn," he -wivr 

Many readers resent Congress's ex- 
emption because they Tee! the situa- 
tion is inequitable, Hazel Marlon e 
Crouch, secretary and treasurer. Enel- 
ram Corp.. Lexington, Ky., says: "Tills 
country's inundation is based on 'all 
men are created equal.' Has Congress 
added 'except Congress— when it cre- 
atr-jh .in inconvenience".'" M« < Vouch 
continual: "If a group of people art 
allowed to make rule* that law-abiding 
vin.'...-iis accopL and live by, then lh*>> 
too should have to obey them." 

Several itthi-r readers o incurred 
with Ms. Crouch ■■ "i>ii "ii \\ illi.nri ,1 
Ennlish, a member of the Arizona 
House or Representatives from Sierra 
Vista, says that "one uf the biggest 
|irnl>li-ni:4 Willi Hum rn1 l<xJuy i> il> 

unwillingness to abide by the low " 
urs s nustMBSfi • novkmhkr 



"Congress has made itself the moot 
powerful special interest group in this 
country," says Rufus H. Brewer, an ex- 
ecutive of Dow Chemical U 3 A.. Free- 
port. Texas. "Thai s not what our Con- 
stitatitm intended " 

Manuel Gomes, manoger-uartner tit 
M M Gomes & Son, Morgan Kill. 
Calif., also I wis Congress's existing 
eight of exclusion is inequitable. He 
warns [hut "the public is beginning to 
rebel against this double standard " 

Thomas Lauber, president of The 
First National IJnuk in Mnsillon, Ohio, 
sympathizes with those who feel "a 
great temptation to truss up the un- 
steady giant with its own web of rulrs 
and regulations. Perhaps it would be 
fitting retribution.' " 

Mr Lauber suggests, however, that 
;i k'ln-r npjirimch w<iuhi lie to eleci n 
Congress that opposes regulatory tyr- 
anny bwnusc il ij. wiisief'ul and nV 
Mtructivu to initiative, efficiency, and 
productivity in both the privnie nnd 
the public sectors." 

Regulations for Congress would 
"only serve to iru'rease the bureaucra- 
cy 17.000-fold," says P. B. Smith, assis- 
tant editor, General Motor* Corp.. 
Troy. Mich, "Congress Is loo transient 



u body to be thus regulated." In jfeVdi 
turn li>. -a> <•. 1 hiov i.uih t.hut !ra; 
body which passe* lows abides by 
them." 

Roger Pitchford. managing broker, 
the Realty & Auction Center, Seotts- 
ville. Ky., expresse* relief that at leant 
one segment of society haa escaped the 
regulatory burden. "I'm glad to hear 
that someone has a way out of this 
moss Let's not make things any worse 
for anyone than they already are." 

Like many other readers, John A. 
Murphy, president of Mil-Bar Compa- 
ny, Inc., San Ui Ana. Calif., is especially 
concerned with the social security 
issue. "1 see no reason why Congress 
should be exempt from the laws it 
mokes for the people of this country. 

I Vn.an-th -h'lLlhl t'Juilc under (he- mJCuiI 
security U*x system like the rest uf 

us." 

L R Pnrrish, president of Pnrrish 
Cabinet Co., Inc. Temple, Ga., says: 
"We should nil be taxpayers equally 
Why should Congress be exempt from 
social security when we taxpayers 
must pay for pensions for its mem- 
bers''" 

Michael J Kulick. president of Re> 
serve Roofing & Sheet Metnl, Inc.. Ak- 



ron. Ohio, is (iptimirttii: about the ef- 
fects of placing Congress under 
regulation. "This is a very good first 
step in govi-i ninint reform," he says. 

Mr. Ku lick's optimistic viewpoint la 
not tthared by George B Rhodes, direc- 
tor of terminal Operation* for Wilson 
Trucking Corp., Fisherville, Vn. He 
seems resigned to living with wliat is 
to him un unresponsive Congress. "I 
definitely feel that those who spew out 
regulation an lop of regulation should 
feel the same stifling effect the rest of 
ua feel 

"However. I'm vjm- tin- <-ml .-■-nuli- 
wouJd be more federal jobs to enforce 
the regulations and even leas accom- 
plished by Congress." 

Richard G. Sheler, executive vice 
president and general manager of the 
National Association n| Crerln Mnn- 
agement 'Anr.tma Division 1 , Phoenix, 
suggest* (hat Congress accept regula- 
tion peacefully 

"If we who have to ru n busin e ss es , 
remain within budgets, and retain 
profits while being harassed by regula- 
tory agencies and taxed by every gov- 
ernment and municipality imaginable 
cum live with these jukes «un-l> r J :< 
jukf writer- run It'i Their product!" 



That's a Butter building? 4 



Yw ih.it hi .« Hurler bujMinf 

In I act, you prohnhlv *GC 
Iv.niiiiul Bullcr hntldinuN 
alt ihc lime and don't tium il. 

Hcvuiim" If tiller ho tiding* 
offer u>iii| design flcvihhK anil 



can he l.islcfnl and di.irn.iiiv 
Iks any buildine 

Yel, they alw give you nil 
(he irupuriiitil time MW money 
\iiving> of systems consituviion 

To learn more, call (he local 
independent eonirncloi who can 



build one for >ou. Sec "Rullei 
\ll^ ( o Hiuldci in I he While 
Pagev Of wnlc Bullcr Mlp I o 
Dep. B-D7. BMA lower, 
K:oivis f il\. Mo. WJ41. Itlsl 
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Ybu may not know our companies yet, 
but you know our partner. 



These smiling faces hope 
you'll get to know their companies 
a Inn ist lis well as you know the 
Tiger the/re the chief executives 
of four companies thai :ire asso- 
ciated with Exxon Information 
s \ --(ems. Exxon's new business 
development activity in the infor 
mat ion systems held 

Their companies have pro- 
cluu'J four of the- brightest idea-, 
we ve seen in the iiiJomsaiion 
processing, communications, and 
storage fields 

Their relationship with 
Exxon Information System^ amt 
bines the resonn es < A a large organ 
tettlon with their unique 
technological -.kilts and entrepre- 
neurial drive 



Vydec 



The Exxon 
f igcr and 

many others of the Fortune too 
already use die Vydet Word Pro 
cessing System to handle their 
growing paperwork needs, 

\\lr, V\ l.v |„i-, i lull-page 
&Mim- visual i Ifecpiay screen, n< N 
-l hlind magnet i« urd svstem 
You proofread, rearrange and edit 
on ihe screen, then get perfectly 
typed cop} the first time. Thus 
Kfltfng time, paper, money, and 
aggravation 

But Vydec doesn't stop 
there Recently, it introduced 
*<id-on options that let you turn 
Vydec prepared text into Camera 
iv.uh g.ille\ v Telex message-, 
Old more Vydec systems can even 

share memories with computer*. 

There's also a Text Reader 
that can hung regular typewriters 
up u i u< h J ]u. h e*-Mi \% Mains I: 
^arts typed lest onto disc?, for edit 
tog and printing on the Vydec 
syjttem. 

Tlie Vydec Word Procevtmg 



imp 



System It can triple office produc- 
thin*. and more 



f\ UV J 1 11 ir| dividual 
l^j A se« reiaries 
• leaks, consider Qyx*,Tfte Intelli- 
gent Typewriter™ 1 

\ has a i nuet. high spn I 
interchangeable print wheel that 
floats along the carriage < mi a mag 
mc hi. force field. It has aun imai lc 
erase backspace, while glove ' 
changeable rihlx>n.s, and automata 
recall of frequently used phrases 
and ftinnais \ll with tar fewer mo\ 
ing parts than previously available 
And as office needs change, 
you can drop in an electronic 
tnodule that gives Qyx a memory 
to store and edit text. Add another 
module, and you've got infinite 
-o a age on diskettes Add a third, 
and you have a communicating 
ivpewriter. 

There's even an optional 
mint ■< hspla\ for faster, error-free 
ediiin.n <■,.'•■ \ ihi typewriter that gets 
smarter without getting any bigger 

flwifi]* 1t,utH " 1 

l^TTI^f li,ntl\ -.nnple 
machine called Quip*. y m < an send 
words, pictures, and copies of just 
ahoui anyrhing on pa|xi "Yd y an 
phone to another machine at am 
other phone m the nation In iusi 
minutes At surprisingly k>w cost 

Qwip has decisively 
beaten the high cost and technical 
hugs that plague < 'ther facsimile 
niachines. li s s< i simple, you 
practical I y have to make an effort to 
make a mistake Hut if anything 
slu »uld g<i wpoog with your Qwip 
unit, it gets leplaced immediately 

Amazingly, Qwip today rents 
for much less than competing 
machines which isone reason 
why, |usi four years after its Inn. . 
ductfon. Qw ip is placing more 



facsimile machines than ain other 
company. 



Zilog 



/Hot; designs 
and manufai. 
lures ihe most advanced, cost effec 
tlve microcomputers available The 
tiny circuits make possible the 
modules used, tor example, in (<)v\ 
The Intelligent Typewriter. 

In 19si~ the hrst electronic 
digital computer. ENIAC, was a 
thirty-ton monster consisting oi 
I H.IX10 vacuum tubes and a spa 
ghetti festival i il elect n >mc wiring 
Gust: 1500.000. Today, a Zilog* 
microcomputer packs over twenty 
times EN'lACs compuutiomil 
power onto a less i ban quaner-inch- 
square silicon circuit. Cost: below 
I10XJ0 to quantities. 

And Zilog doesn't just sell 
microcomputer cumpunents. it 
< >ITers a complete line i rf micro* 
computer systems, s< iftware, hard- 
ware development systems, micro 
computer In >ard KU, and t usiomei 
education, too What '> more, It s 
lead} ing ru < • ni' ire rev< Intu >n.n\ 
micros" including a stateof the 
an 16-bit processor on a chip 
By ihere may be 
upwards of 100 million microconi 
P4PGB at work With die Tiger's 
help, a li >l i it them should tx 1 
from Zilog. 

Ihe Tiger would like you 
to know more about how his 
partners can help streamline infot 
manon handling lm \i-ii? . i irii;r,ni\ 
For a brochure ihat describes 
products and serv ices in more 
detail, and Information on where 10 
, i mead i »ur partners directly, call 

1 r<) toll free (in New 
V irk State, i. all 2 1 2-398-3 1 4 1 J 
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Managers' Pay 



Nine percent 
increase in salaries 
and bonuses 
is comparable 
to those in other 
professional fields 

By Robert £. Sibsori 



Salaries for managers have- gone 
up by about eight percent ■ year 
for the past 12 yean, and 1978 was no 
exception. With the nine percent in- 
crease this year, however, managers' 
pay reached an all-time high. 

Bonuses, which also reached an all- 
time high, were up by nine percent. 
And, with the recent upturn in the 
stock market, long-term income plnns 
have reached their highest value in 
ten years. 

Do such increases mean that manag- 
ers are overpaid for the work they do? 
Not necessarily. Compared with the 
pay 0/ their subordinates or of others 
in nonbusiness fields, managers' com- 
pensation in most cases lb reasonable 

The dollar value of management sal- 
aries hiis increased steadily owr the 
years. The nine percent increase for 
1978 is above the median salary in- 
crease for management personnel dur- 
ing the 14 years of the Annual 
Management Compensation Study but 
consistent with levels of the past five 
years. This year's increase is also 
about the tame as that of other groups 
of employ eea. 

EroHion of the dollar 

Still, considering inflation and busi- 
ness growth, management salaries are 
nciuiiUy ubuut (he same today \w they 
were in 1960 In fact, using inflation as 
a benchmark, many of today's manag- 
ers may even be underpaid because of 
[he erosion of the dollar over the past 
15 year*. 

Studies show that managers' sala- 
ries are comparable to those in govern- 
ment, education, private companies, 
nnd professional fields And in many 
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cases, they are far lea* than the in- 
comes of many men and women in 
sports and entertainment. 

The small number of executives 
whose earnings exceed $2(10.000 a year 
has [eft the impression that managers 
arc overpaid. However, fewer than 500 
people in fewer than 200 firms earn 
that kind of money. 

Boards of directors arc vary consci- 
entious in reviewing top manage- 
ment's pay. They are also very 
sensitive about relating managers' pay 
to their accomplishments, 

A survey made in 1978 revealed that 
more than one half of the boards of 
l/ir>-i- puhlic corporation* conduct an 
annual, independent review of top ex- 
ecutives' compensation. 

Salary' levels for chief executive offi- 
cer*, shown in Table 2, include only 
industrial firms which also have bonus 
plans for managers. These data were 
compared with figures in the first pub- 
lished Annual Management Compen- 
sation Study. For the same size firm, 
pay for executive positions has in- 
creased about 4.5 percent a year over 
the post 13 years. 

Division managers 

Salary and bonus payments for 
group executives and division manag- 
ers also rose about nine percent in 
1978. Table 3 shows separate data for 
heads of divisions that have their own 
marketing, manufacturing, and prod- 
uct development operations and group 
executives who have such division 
managers reporting to them. 

Pay for division heads and group ex- 
ecutives with less scope is dearly low- 
er. The head of a complete business 
subsidiary company gets paid about 
ton to 20 percent lew than the chief 
executive officer of n separate corpora- 
tion of comparable size. 

S.il.iry k-v>-lt, of key corporate de- 
partment heads arc shuwn in Table -1 
These reflect market data derived 
from compensation surveys. 

Companies should and do use impor- 
tant other sources of information in 
setting actual ^lories Anion*.' these 
are conscious policy decisions about 
how to position the pay of various 
kinds of jobs relative to appropriate 
defined markets for these jobs and the 
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Table ff 1 



nt Salary Increases 



Management 



Average increase Median Increase 
In salary tot lor Ihose receiv- 
Year total group Ing increases 



1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 



6% 
6 

$ 
7 

*'f : - ■ 

9 

7 

7 

7 

8 
10 

g 
9 
9 



i2*i 

II 

12 

12 

12 

14 

13 

13 

12 

10 

11 

11 

12 

12 



Note: Management includes chief execu- 
tive of lloars, chief operating arhcet 3. 
top functional vice pr es e n ts, and 
top croup and drvkacn execvlNet, 

use of pay progress data. Defining the 
contribution the individual is making 
to the job is becoming easier as a result 
of new appraisal techniques emerging 
from new management development 
approaches. 

In most companies, a substantial 
part of a manager's pay comes from 
bonus payments and long-term in- 
come, both of which ore usually based 
upon business results. 

It is no accident that higher bonuses 
for managers coincide with periods of 
outstanding business performance 
Company bonus plans are designed to 
pay managers well when business is 
good, to pay them moderately when 
business re.su Its areas expected, and to 
dispense wi".h bonuses altogether when 
business hits a slump. 

There are, however, a numlfr <>f din 
tinctly different approaches that com- 
panies use to achieve these results. 
Incentive bonus plans have grown sig- 
nificantly in relative importance over 
the past ten years, while the newest 
approach simulates the ronipe nation 
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Mi-Time High But . . . 



patterns typical of entrepreneurs and 
owners of busincsses. 

Bonus payments for 197B perfor- 
mance will be about ten to 15 percent 
higher than those in 1977. But the 
profits of companies paying bonuses 
will be about 15 percent higher this 
year. 

Company practice 

Bonuses paid for 1978 will be about 
50 percent higher than the average 
paid hy the same companies five years 
ago. And 1978 bonus payments will be 
more* than double the amounts that 
were paid to managers in comparable 
positions from 1970 to 1973. 

The data in Table 4 show average 
bonuses paid at different salary levels 
The figures should not be used as stan- 
dards or guides for bonus plans, bo- 
cause such standards should be based 
on company practice in years of both 
high and low profits. Nor should they 
be used to test the reasonableness of 
bonus payments in a given company 
Unless there are also standards for 
comparing business results. 

Options are the traditional method 
of paying lonfi-term income and, there- 
fore, are acceptable to stockholders 
Moreover, accrued values under option 
plans are directly related to the in- 
creased value of stock 

When business is on the upswing 
and the stock mnrket is buoyant, the 
nvprnge flnnu.il value* accrued under 
long-term income plans can reach the 
same level as bonuses. 

The high, accrued long-term income 
in 1978 resulted, in part, from the 
many outstanding shares that were 
granted under option plans in 1973 
and 1974. when the stock market was 
depressed. 

Many of these upturn* remain un- 
vested, preventing executives from ex- 
orcising them. If the stock market 
takes another plunge, many or the op 
tionB may turn out to be of less value, 
and some may end up of no value at 
all. 

It i* important to view long-term in- 
come gains in the proper perspective 
'or many companies, the past few 
years have been the only period since 
about lfttiSt when option values were 
significant 
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Table #2 

Salaries and Bonuses of Chief Executive Officers 



Sales (in S millions) 



Small Company 
From $2 tt> $5 
From S5 to $12 
From $12 to $25 

Intermediate Company 

From $25 lo ISO 
From $50 to $100 
From $100 10 $160 

Largs Company 

From $150 to $260 
From $250 1o $400 
From $400 lo $600 

Very Large Company 

From $600 to $750 
From $750 to $1,000 
From $1,000 to $3,000 



$ 52 

62 

75 



$ 88 
106 
122 



$146 
170 
190 



Ira 

224 
254 



Pay (in $ thousands)' 
Bonus 



$ 17 

22 
29 



33 
43 
52 



S 67 
62 
03 



$105 
119 
t40 



$ 69 
64 
104 



$121 
T51 
t74 



$213 

252 

283 



$311 
343 
394 



'Updated to reflect levels as. 01 January. 1979 

Options granted by most companies 
ofter 1969 were of little value Some of 
them expired without ever accruing 
any value to the manager involved 

About 80 percent of ull publicly trad- 
ed firm* have soraf type of long-term 
income plan. About B0 percent of these 
companies still use options. 

For some arms, particularly large. 
m« tore hum, it is becoming increasing- 
ly difficult to reward managers 
through options One reason is that 
the stock market has behaved bo er- 
ratically, especially during the past six 
or seven years Also, it is difficult for 
large, mature companies to increase 
their earnings substantially over live 
or even ten years. 

Potential cash problem 

A further difficulty with nonqunh 
tied slock option- t» tht- potfnn.il cash 
problem of corporate insiders upon the 
exercise of theso options Such insiders 
cannot eell option stock to provide for 
required tax payments until six 
months after exorcise. Now SEC regu- 
lar* 



Istions have made the stock apprecia- 
tion rights feature of option plans a 
practical tool for solving the insider 
trading problem However, unusually 
rigid accounting procedures governing 
cost accruals for these programs may 
offset this advantage. 

Th ivi- other types of plant, based on 
long-term business results, have 
evolved to provide loop-term income 
rewards for key managers. These are 
executive stock-ownership plans, long- 
term bonus plans, and plans which, in 
effect, give stock to executives. 

Each one has advantages iind draw 
luicks Purchase plans are desirable be- 
cause they enable managers to own 
substantial amounts of stock. Most of 
the accrued values under this plan re- 
sult from th* appreciated value of 
stock over a long period of time, with- 
out adversely affecting the balance 
uheei 

Long-term bonus plans, in contrast, 
relate long-term awards to long-term 
profits. However, the disadvantages 
art twofold It is difficult to forecast 
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When the 1978-1979 bells ring for 
schools in your area, 
local students will need 

Economics for 
Young Americans 



'Economics tor Young Americans is the vital multi-pan eco- 
nomic education program thar makes basic economics so In- 
teresting thai it has taken the country by storm Mors than 
15.000 Phase I krts and some 2,500 Phase II kits are now in 
distribution but there are still areas where the kits have not 
been placed 

If your community's secondary schools and junior colleges 
aren't using both phases of the program, now is the perfect 
lime to sponsor distribution If distribution takes place eany in 
the school year, the educators have the opportunity to fit indi- 
vidual unrte inlo the entire session's overall 
planning to decide which 



i would gain the 
most by involvement 
with Phase I or Phase II * 
units. Either kit can be 
used alone, but they are 
designed to complement 
one another 

The program was 
developed by teaching 
professionals for the 
National Chamber and 
covers four subjects in each 
let. . . througn filmstrtps. audio 
cassette tape?, script, activity sheets 




i 



F 
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tor each of the suh|ects. and a leacher s manual 

Phase I covers Profits. Productivity. Money, and Business 
Ecology, while the Phase 11 subjects are Paychecks, Com petition 
Pnang, and Saving . I n addition to the practicality ol the economic 
topics, there is something else which makes this program very 
special 

The National Chamber, m distributing the kits, requests that 
the sponsors select a business person Irom the local area to go 
into the classroom at the teacher's invitation and discuss one of 
the topics give the students Ihe opportunity to hear someone 
speaking Irom first-hand experience 
and to learn how basic economics 
relate to business operations 
in their community (Busi- 
ness participants tell us 
that they consider this 
exchange highly rewarding ) 
Phase I kits are $35 
each, Phase II, 540 

and the Nations! 
Chamber will be glad 
lo take care ol 
disifibution if you don 1 
have a local chamber, 
or prefer doing 
rt yoursell 
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Economics for Young Americans 

Mr Robert H Moxley Project Director (203 659-€ 1 i 
Chamber of Commerce o' ihe United Stales 
TeiS H Street N W . WashmBlon, D C 2O0S3 

We would Ilk* to make It possible for the Students of 

(school*) m (county) {state) 

to bro*d*n then knowledge Ol basic economic rjy having 
ECONOMICS FOR YOUNG AMERICANS kits Ifl thsrr schools) 
during the 1 978-1979 year 

tr irt« area i v« picked is coveted, you may place these 

EVA kits elsewhere in our stale since I realize now im- 
potnni it is tor *u smoenfji to learn about me enter- 
pri» syalem 

No. wanted PHASE i@W5 $ 

No wanted PHASE 11 @**0 f 

TOTAL « 



name 



B>ll me 

Payment enclosed <maho check* payable 10 Chamber 
ol Commerce ol tha United Stales; 

I am willing lo have my local chamber handle distribution 
_ll there is no local chamber have the Nafional Cham- 
ber mgkc rl,;,1rihuhOn 
I Mill msko distribution myself 

PHONG NO 
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Economic Research Bureau Warns: 



THERE ARE SIX DEADLY ASSUMPTIONS 
THAT COULD WIPE YOU OUT 

. And You're Already Making Four of Them! 



(Washington. D.C.) A major eco- 
nomic crisis is about to hii (he United 
States, and our government is not 
going to be able to head it off. This is 
the contract via! opinion of Dr. Gary 
North, the executive director of the 
American Bureau of Economic Re- 
search, the nationally known research 
organization In fad. Dr. North 
aigues, the government's awn policies 
ore the source of the coming collapse. 

"The U. S- economy is * house of 
cards," Dr. North averts, "but people 
who didn't go through the Great 
Depression can't believe that such & 
thing is possible any more. We ha^e 
raised up a generation of Americans 
who simply won't know what to do 
when the crisis hits. Their grand- 
parents remember what real hardship 
is, but the kids don't want to think 
about it." 

"The Sin Deadly Assumptions" 

Millions of Americans, young and 
utd, are making assumptions about the 
future (hat are dangerously optimistic. 
Dr. North calls these "the sn deadly 
assumptions " A lot of people believe 
in alJ sin, he says, and practically 
everyone believes in at least four. The 
six assumptions are these: 

1. "My pension can actually be 

paid off ," 

2. "The Social Security sytirm 

ivn'i bankrupt." 
i. "The Federal government in- 
jures Ihr present and futurr 
viltte of my bank accovat." 

4. "A depression U impossible 

today." 

5. "My guaranteed annuity « 

«fe." 

6. "The government will control 
Inflation," 

If you have made even oa* of these 
■^sumptions, and you refuse to rethink 
yaur premises. Dr. North warns, "you 
are headed straight for disaster." 

"Special Report" 

Dr. North's detailed predictions 
about ihr immediate economic future, 
plus his analysis or the sin deadly 
assumptions and how to escape their 
consequences, are now available in a 
special report, How You Can Profit 
from tht Coming Prict Controls. 



The government will soon be issuing 
a new currency, he says: ration 
coupons. He also predicts crippling 
shortages. Whole sections of the 
economy will go bankrupt. Uncmploy 
mem in these industries will skyrocket. 
Businessmen who have not learned the 
techniques of capital preservation 
under price controls will have a terrible 
time. "As always, sharp traders who 
know in advance what is coming will 
clean up," he predicts. 




Dr. tier? Sorth 

Will the Government 
Suppress his Report? 

Dr North claims that his special 
report gives you the techniques thai 
will "beat the paralyzed markets" He 
says you have to know about liming, 
shilling markets, hidden sources of 
supplies, and barter. "These tech- 
niques are really not that hard to 
master once you know whit they are, 
but they aren't ubsiqu-. so most 
people You have to be taught." 

Dr. North admits that very few 
people will take the steps necessary lo 
proicvl themselves "This is why the 
little guy always gets, sheared. Peupln 
refuse to act until ii is way too late. 
They won't read a survival manual like 
How You Can Profit from tht 
C oming Pritt Controls. But for those 
who do, and who follow its advice, the 
coming crisis should be a t>mc of 
tremendous opportunity. For some 
people, it will be a true bonanza." 

"The (rtvcmmenl W ill 
Supprru This Repfltl" 

Dr. North is pessimistic about the 
long-run prospects for his report. He is 
convinced that the government will 
eventually take steps to restrict its 
circulation- "My report shows people 
how lo beai the controls. The bureau- 
crats resent ihis. After oil. what good 
are the controls, from the jtovern- 



ment's point of view, if people know 
how to short -circuit them? Thai's what 
my report is all about. " 

About the time thai most people 
finally fig'ire out that a crisis has hit 
and that they desperately need the in- 
formation in his report. Dr. North 
uys, the government will force it off 
the market. "People always thin* they 
can get special Information anytime 
ibry need it, but they can't. If they 
swait too long, they will have to pay 
through the nose to get it." 

There ate still tome important 
loophole* that the government has 
neglected to close, Dr North insists, 
but ihry won't be available forever 
"That's why the people who act now 
will make the big money. Those who 
wait around will pay the big money." 
tf you hesitate nosv. concludes Dr. 
North, "you're asking foT trouble." 

Dr. North's special report, How 
You Con Profit from tht Coming 
Price Caattati, is being distributed by 
the American Bureau of Economic 
Research It sells for 510. To order, fill 
out the coupon below 

GUARANTEE: ir the government 
v!uujU prohtbii further sale pi Dr, 
North's report while your check U in 
the mall, the American Bureau of 
Economic Research will return your 
check by first class mail within one 
working day of its arrival The Bureau 
cannot guarantee lo send you the 
actual report if the government acts 
before you di>. ImmrdUlr Ktion on 
sour part is strongly recommended lo 
inure thai yon receive Dr. North's 
report. 



Anient an Burciu ni I Minimis 
Research 

mw t'ornwilht. Suite 512 
Durham. Nt 27707 

(knlierticri 

Ship on Dr North'* upccial report 
im mediately I'm cnsHoamg my check 
for S 10, plus SI for pollute jml 
handltnp 

Name 



Si/eel 

City 

State 



Zip 



Call today for free 
demonstration. 
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Compensation of Group Executives and Division Managers 


Siie of 
division or group 
fMlM in t million*) 




Business unit 
Group Division 
executive manager 


S 12.5 


Salary 
Bonus 
Total 


£ 55 
12 
S 07 


& 45 

18 


88 


Salary 
Bonus 
Total 


f 66 

13 
S 79 


$ 68 

14 
$ 70 


so 


Salary 
Bonus 
Total 


5 74 
20 
5 94 


$ 67 
20 
S 87 


100 


Salary 
Bonus 
Total 


S 87 
25 
S112 


S 78 

26 
$104 




Salary 
Bonua 
Total 


$119 
44 
1157 


$100 
38 
$138 


Not*; Business una* are cseflnosj n compJsie Duainessas whKfi have thair own manuftc. 
turtnfl. product dsvetoomant, and msAeimfl operoiton» A group •xacutNo hat 
responsibility for twa or mwe txisiness imti ttvttlont. 



long-term earnings accurately. Also, 
managers could receive very large bo- 
nuses for long-term results at a time 
when slock values are down. 

Stock-grant plans, particularly the 
restricted stock plan, have received 
considerable attention this year. The 
critical considerations here are ho* 
many shares should be granted and 
what conditions, if any. should be at- 
tached to the grant. 

Some firms have given executives 
the same number of shares as they had 
options This raises the possibility or 
excessive compensation. Restricted, 
stock plans should involve for fewer 
■hares than option grants. 

Motit restricted stock plans require 
only that executives stay with the com- 
pany for a minimum time. Some plans, 
however, require that certain business 
requirement* be fulfilled before a man- 
ager can receive unrestricted stock. 

Increasing attention is also being 
given io benefit plans that offer man- 
agers supplemental insurance and re- 
tirement values. The packages 
developed for this purpose by insur- 
ance companies, however, frequently 
provide unnecessary benefits and 



Why is so much attention being giv- 
en to managers' pay? It is largely be- 
cause the Carter administration has 
asked corporations to restrict pay in- 
creases to senior manajcemenl to fiir 
percent. 

Hvery firm which responded to a re- 
cent survey indicated it would try to 
comply with Mr. Carter's request. The 
firms also expressed a concern for the 
consequences — jawboning, for exam- 
ple— if they did not go along 

President's request 

Conforming to the administration's 
suggested guideline, however, will pose 
problems. For instance, when the 
President issued his request, many 
companies had already granted in- 
creases exceeding five percent for 
1978. 

Not all companies grant salary in- 
creases every year. Some have gone far 
two years or more without any raises. 
These firms will be able to place ft five 
l>-n;t-iit r'-ti-nint on salaries only for 
the past year. 

Many companies have slowed down 
--4i|:irv irKffiw!- for their top people 
Instead, these managers are given bo- 
nuses that are tied to favorable buni- 
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Introducing the 
PCC2000. 



iUl 




The affordable, reliable 
small computer for business. 



At last PCC's advanced technology 
makes a sophisticated business computer 
available in a desk-fop package. 

At an affordable price (Chances are 
you'll pay as much for your next new car.) 

The PCC 2000 can be as importani to 
your company as the telephone It handles 
business applications including receivables, 
payables, general ledger, and keeps track ol 
payroll and inventory. 

Plus, it's remarkably simple to operate, 
you or your staff can learn m a few days 



The PCC 2000 is bached by PCC's 
extensive service capabilities, .among the 
best in the industry. 

And it's available now, *rom any 
authored PCC microsystems dealer 

We think the PCC 2000 is the most 
advanced small business computer you II 
find for the money But you decide Call your 
nearest aulhonzed PCC dealer listed on the 
adjacent page for a tree demonstration. Call 
today 
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Nation's Business 

Reprints 



Order your 
personal copies 
of these 
timely articles 
today! 

Managers' Pay Rea-n&s 
AJI-Tima High But . " p. 56 

Here Comes [tie King 

—of I he Seer Business" p. 66 

'Pulling Heatin Care Costs 

Under a Microscope" p. 77 

'Insurance A Premium Place 

i n America's Economy' ' p. 1 05 
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S*nd your on»r and erttcfc. to 
Nation t Bu«irte*« Racrtnt* 

leu h str** k w. pnq ms-soss 

Aunmgnn. O C MOW 

190 la Mpre* 
More Uwi 1 ,000 copwM. Dissse call 
Rpprirwi from pan issum are available) 



$1 4Q< 
9S «fch 

43 aach 



Request Our FREE complete 
new reprint catalog. 



CHANGING YOUR ADDRESS? 



II II 

1 1 i 1 




Please attach the latest address 
label from your Nation's Busies* 
cover in the space above, print 
your new address, and mail i his 
form 10 Nation's Business. 
Important: Allow five weeks lor 
address change 

NATION S BUSINESS. 1815 H ST. 
NW WASHINGTON, O.C, 20062 



Salaries of Functional Management Positions 
(in S thousands) 



Size of company 
(sales In $ millions; 



Corporate position 




Manufacturing 


Marketing 


Finance 


Personnel 


US 


$42 


S 45 


$31 




49 


55 


36 


sa 


67 


62 


42 


60 


66 


71 


46 


87 


74 


66 


55 


7B 


63 


95 


62 


67 


96 


1 12 


73 



ness results. This, too, poses a dilemma. 

How can a firm restrain salaries and 
still stay competitive if bonuses peak 
or start to decline because business 
takes a downward turn? 

The President's guide line seems to 
apply only to payments that are mnde 
to managers, not to payments earned 
by managers. This suggests that any- 
thing exceeding ihe five percent figure 
is acceptable if it is deferred until the 
wage ceiling is removed. 

It also appears that long-term in- 
come plan* such as slock option * fin> lo 
be excluded from th* five percent 
guideline. 

New reporting ruqulremanta 

Another factor that has focused pub- 
lic attention on managers' pay is Ihe 
new federal reporting requirements. 
Companies have always nt-en rw(ij;n^l 
to report significant compensation 
paid to managers, but thif generally 
covered only salary or bonus pay- 
ments. 

Tk-tfisiriing it! UrWi NoW reW, ihi- 
CU/ities. And Exchange Commission ad- 
vised corporations they would bt 
required to report all benefits and per- 
quisites of any valut-. following de- 
tailed SEC guidelines. These new 
reporting requirements will be an add- 
ed administrative chore, of course, but 
few companies will have difficulties in 
complying, 

A survey of 200 leading companies 
revealed that despite the new SEC 
rules, 50 percent of these companies 
did not include this information in 
their 1978 proxy statements Of those 
that did. tho majority simply described 
the perquisites and did not value then). 

A long list of business-related ex- 
penses is also under scrutiny For ex 
ample, the government is considering 
eliminating nil lunch and dinner ex- 



penses, regardless of how much busi- 
ness is conducted during the course of 
ihw meals. 

The actual luncheon expenses of 
managers, in terms of their total cast 
lo Ihe company, i:- les- than unr- ti>nlh 
of one percent in most cases. And the 
coat never exceeds more than one half 
of one percent Therefore, the public 
furor over the business person's lunch 
seems nil out of proportion. At best, 
the whole iasue appears to be more 
political than economic, 

Mb- Sra&ON w chairman of tk< board of 
Sibson <S Co., Inc., human resources 
management consultant*. His article, 
published exclusively in Nation's 
Business, is based on his company's 
14th Annuii! Manuffvmen! CompensQ^ 
tion Study, 



To order reprints of thuartnlr. 




Bonus Levels for Line 
and Staff Executives 
(In S thousands) 



Salary 


Management 


Othor 


S 30 


3 7 


S 4 


40 


10 
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50 


13 


to 


60 


17 


14 


70 


22 


19 


80 


26 


25 


90 


34 


33 


100 


39 


38 


150 


60 


59 
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An estimated 504 miles perlankful 

Here is an American luxury car that can change j/our mwd tthout diesel motoring, with its snuxith engtnt idle 
and impre$siveacceleratiimforadtevl Ahmv all . , . it s a Seville mth Cmlillac comfort ami ronmiirw With 
EPA e*timalesnf29 mpg htgkunyHl mpg eityM mpg composite, tlu- dieiet-puwnd Setffle has an esttnwtrd 
cruising range of 504 mile*. Thin figure is obtained *iy multiplying the EM estimate of 24 mpg composite by the 
dietei-powmd Senile s standard fuel tank capacity rating of 21 gallant V&wr actual mileage and 

range will vary depending on how and uthm you dm*, your car $ condition 
itis.i i:i<n\l,ihlc rtiutfvm'ul I hnuviuM i " lilrr .i !<••*:! I S >W S^viiV :■. M - , ; \'-fa„ft 
engine pnxluoii by another diaiskm. See your Cadillac dealer for dettSt. 
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The Dangers 
of Deregulating 
the Trucking 
Industry 



SOUTHEASTER 
FBEfGKT LINES fij 

Eaiisoo 



By William T. Cassels, Jr. 



Chatting wtth one ol his drivers I* WHHam T. CaiMls, Jr., 
president of Southeastern Freight Lines of Columbia, S. C. 
He it chairman of trie American Trucking Associations. 



THE etJRBE.st agitation over reform 
af federal regulatory activities lb 
failing to distinguish between proven 
economic regulation nrvd social regula- 
tion- This failure may lead to the end 
of economic regulation of the trucking 
industry or such seven* changes that 
regulation would iH'mmv mruningk'w 
An essential element of a free, dy- 
namic economy is u freight movement 
system that will ensure dependable 
service to shippers and receivers at 
reasonable rate* without discrimina- 
tion or prejudice. 

Unless this movement is assured, 
shippers in established or newly devel- 
oping Industrie* cannot adequately 
plan their transportation and distribu- 
tion requirements. 

Reliance by shippers 

Only n small fraction of the nation's 
total shipping community is ubte to 
provide its own transport services — 
and self-provided services Cover only 
parr of total transport needs Most 
shippers in all sectors must rely on tor- 



hire transportation — particularly 
those carriers subject to federal reguht- 

tirjrj 

The nation's interstate motor carri- 
er industry is regulated today because 
of legislation wisely enacted by Con- 
gress in 1936. Its purpose was to bring 
stability und safety into a nascent mo- 
tor carrier industry. In 1953, the Su- 
preme Court summed up the situation 
in the motor Carrier industry prior to 
federal regulation as; 

"L'nstable economically, dominated 
by ease of competitive entry and a flu- 
id rate picture as a result, it (the 
industry* became overcrowded with 
small economic units which proved un- 
able to satisfy the most minimal stan- 
dards of safety or financial 
responsibility." 

Federal regulation of transportation 
has accomplished its original koaI 
much more. The motor carrier indus- 
try provides not only safe and depend- 
able transportation bul nlno the beni 
transport system of any country in the 
world. 



Still, forces within the Carter adiinn 
i-tmiion and Congress are proposing 
virtual elimination of federal regula- 
tion of mwtor transport Opponent* to 
the present regulatory scheme are cap- 
italizing on the public's newly in- 
domed distrust of bureaucracy and oik 
government. 



n- 



Equitahle treatment 

Therefore, it lb vital to distinguish 
between valid, necessary, and proven 
economic regulation of motor trans- 
port by the Interstate Commerce Com- 
mission and [ess desirable or un proven 
regulation in other areas. 

Deregulation of motor transport 
would create havoc In the present 

I riirrnpurtiil Km re-1 r I., to (he de(n 
men I of the American public Present 
regulation* dfliueatt the kind oi *tH 
vice r-aeh carrier mus I provide add of- 
ten the rates each may charge. All 
shippers and cities, regardless at site, 
receive equitable treatment 

Various foes of regulation want i» 
end regulatory control of rates. Opp** 
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The ingenious ways a Mercedes-Benz 
captures the wind- 
and uses it to improve visibility and comfort 



For the engineers of Mercedes- 
Benz, shaping an aerodynami • 
ally "dean" car body is only a first 
basic step. 

Their years of wind runnel expe- 
rience and die study of automotive 
aerodynamics hate led them to an in- 
rlt.i. .u< second Mq.> harnessing the 
airflow thai swirls constantly over 
and around a moving car and putting 
it to efficient use- outside and inside. 

Window-cleaning wind 

For instance, it wasn't enough for the 
engineers to give the driver as much 
side and rear glass as possible, for 
optimum visibility lliey ah. . wanted 
to keep that glass as clear as possible, 
come rain Of Slush or grime And 
if iev went into the wind tunnel in 
search of ways. 

One way can be seen i n the 
unique moldings that frame the 
windshield, side and rear windows. 
They actually form an aerodynami- 
cally sophisticated ducting system, 
carefully angled and channel e d t< < 



help divert the air.stream away from 
the vde and tear windi m glass - 
whisking rain, slush and grime else- 
where. 

A fence with a difference 

Even the rub rail - that horizontal 
steel and rubber srnp < m either body 
side- is me;mi t. . pl,i\ its pan in keep- 
ing those side windows clean 

Wnd tunnd tests showed that, If 
skillfully shaped and placed, it could 
also serve as a/Jbtr fence rot hi n g tl w 
airflow pattern along the bodv side 1 * 
to deflect slush and mud flung up by 
the front wheels so it can t splatter 
the side glass. 

The engineers used wind-tunnel 
expertise to control the airflow swirl- 
ing around the outside rearvlew mi r- 
ror. The mirrors windward face is 
shaped to create an airflow that helps 
keep the glass free of rain and road 
hlii 

Taitlight.s use die wind 

Aerodynamic research helped 
Mercedes-Benz engineers harness 



the power of the wind to help "scrub" 
the cars tail lights free of slush and 
mud. keeping them visible longer in 
foul weather. 

Vflth the outer surface of the rear 
lights deeply ribbed, ihe recessed 
vertical areas remain free of deposits 
since they are not affected by the cir- 
culating motion of the vortex. 

A simple idea, spawned only 
after many long hours of testing in 
the wind tunnel. 

Cleaner winds hie Id - 
cooler brakes 

Aerodynamic principles help 
keep the windshield wipers pressed 
fast against the glass as they work. 
Objective; to prevent high-speed tur- 
bulc-nce from suddenly lifting the 
blades. 

The wheels on a Mercedes-Ben/ 
are intended less to catch your eye 
than to capture the wind. Multiple 
slots in each wheel scoop a steady 
stream of cool I ng a I r to tl 1 e brakes 
wtthln, 
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Airflow you can feci - inside 

The ventilation system of a Mercedes- 
Benz uses aerodynamics in the cause 
ot human comfort It* air supply is 
Kill hi.- rial via iniakcs pi ami in .1 
high-pressure zone at the base of 
the windshield, then duaed 
into the passenger area. 

-t-r . j 1 1 ■. .Hi' 
through the cabin regulated 
that, although constantly In 
motion, it i j virtually draft-free 
v ■ fltu teriilv i- :!u- airOj pnu'rssed 
that the cabin's fresh air supply is 
completely rvntmiHi three times .1 
minute. 

Starling from numerous forward 
iKitlets, the air in Us 20-second tour- 
ney circulates around thecahln until 
drawn into a low-pressure area at the 
re.) i - then is silently extracted 
through hidden gills. 

The bi-Ievel climate control sys- 
tem used in most Mercedes-Benz 
cars can : rt'.uc .i wide range < if man 
V nude cJimatey aided by a radial 
blower capable of generating 
>t ei>thl tiHieicnr lm-l- 1 I an floss - 

t ••.<*!! whet; duMJr [«■ M.illdlflg 

perfectly still 

Capturing the wind in these Ways 
Is an exacting science. But Mercedes- 
Benz thinks the resulting subtle gains 
help nuke useful contributions n 1 
s-.Uelv and eumlorl 

And in the search for 
mi kv efficient au« tnu thile* . 
n • ■vlf|» ti .nvard » an Ih- 
Bod small 




«1»T1 Mrrmln Sciu ul Kotxb AmcfUc*. lot . 
OncMmtdnDmr Minimi*, M J. 0*MJ 



nents propose that almost any opera- 
tor who wishes be allowed to haul 
freight — without showing any public 
need for his service. 

The effect of such deregulation 
would be tt* plungf ihf trucking indus- 
try into chaotic rale wars, drastically 
reducing the number of firms engaged 
in the business. OnJy the very large 
companies with sufficient resources 
would Come out alive. 

Danger from gbwt* 

These giant? would then be able to 
develop unwritten noaaggression pacts 
similar to those thai now exist be- 
tween competitors in other key indus- 
tries which after similar Darwinian 
battles of attrition, have bt?en fri* to 
enjoy the peaceful pursuit of profits an 
their own term*. 

I>reguiflting the trucking industry 
would restore Conditions that existed 
prior to 1935 In addition, the econom- 
ic impact would be greater because of 
the increased importance of trucking 
today. 

In the absence of regulation, ship- 
pers would never know if the rate they 
were paying was fair and not based on 
preference or discrimination. In the 
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absence of regulation, rates would fluc- 
tuate frequently, leaving shippers 
handicapped in planning their market 
practices and distribution require- 
ments. 

Without ICC monitoring of entry 
into the motor Carrier business, the 
necessary balanced number of carriers 
needed to maintain the industry at its 
present high performance could not be 
achieved. 

Operating authority should be 
granted only when existing service is 
shown to be inadequate or when an 
applicant can offer a new or improved 
service Tl>- ICC grunts new authority 
for existing carriers or routes quite fre- 
quently. 

In 1977. the ICC reported 7,815 mo- 
tor carrier applications, of which 90 
percent were granted in whole or in 
;i;irt Most ul thene were awtirded to 
specialised carriers. 

Still t?™* 11 bualnea* 

Regulation ensures service and fi- 
nancial responsibility an the part of 
the Carriers. The shipper knows with 
whom he is dealing and to whom he is 
entrusting his product. He knows 
there is greater assurance of recovery 
for any damages resulting from service 
not provided in a reasonable and pru- 
dent manner. 

The regulated motor carrier indus- 
try in this country is the largest in the 
world in number of shipments carried 
or revenue earned. However, it re- 
mains essentially small business 
There are more than 16,000 individual 
companies, representing carriers of all 
types, moving all types af commodities. 
Because of regulation, this large and 
diverse group has been welded into u 
national motor carrier transportation 
system. 

The- anility to establish just and rea- 
sonable rates, with shipper participa- 
tion, and to undertake equipment 
interchange arrangements and pooling 
of traffic has given the nation a cohe- 
sive system of motor transport. No 
shipper or community is without ade- 
quate service— assured by the require 
ments of Part II of the Interstate 
Commerce Act 

Consumer has benefited 

There is also ample evidence that 
regulation of transportation has great- 
ly benefited the consumer by holding 
down costs Transportation is a factor 
in the cost of every commodity that 
ultimately reaches the consumer 

Regulated motor earner rotes as 

mi' »'..irmd l>> revenue per vehicle mile 

NAT 



or revenue per ton have actually risen 
no faster than the price of most con- 
sumer products. 
This is 9 remarkable achievement 

b™«w the trmtur carrier industry hat 
extremely high direct costs. The cost of 
labor, equipment, and particularly fuel 
has been rising rapidly during the past 
few years. 



I econo- 
ry pres- 



Prlc* Increases 

Prom 1972 to 1977, when the i 
my faced its greatest inflationary 
sures, the price of motor corner 
service as reflected in revenue per ton 
and revenue per vehicle mile rose 48 I 
percent and ,'36.8 percent, respectively, 
for all for-hire motor carriers subject 
to federal regulation. 

For the regulated common carriers 
of general freight, the figures are 50.4 
percent in revenue per ton and 378 
pvrvenl in revenue per vehicle mile 
during thr.we five years. 

During the same period, the price of 
farm products rose 54.3 percent, and 
the price of processed foods and feeds 
rose 54 1 percent. 

Price increases in other basic com- 
modities rose in the range of a low of 
35.9 percent to a high of 154.8 percent 
for fuel and related products. In most 
instances, the price increase wua in the 
5U percent range. 

The relative price for motor carrier 
service can also be compared with 
changes in the consumer price index. 
From a base of 100 in 1967, th«' rev- 
enue per ton-mile for the reguhited for- 
hire motor carriers rose to 166.2 in 
1877. During the same period, the CPI 
rose from 100 to 181.5. 10 points high' 
er than the price of motor carrier ser- 
vice- 

Pnfl of discrimination 

Federal regulation of interstate mo- 
tor (r-;iris[j.jrt hay resulted in .sinmil- 

eant public benefits. 

The regulations have served to 
maintain a safe and efficient transpor- 
tation service to nil communities and 
to all shippers under a stable and eco- 
nomical rate structure, free of discrim- 
ination, undue preference, and unfair 
or destructive competitive practices. 

This does not mean that there 
should never be any modification of 
that regulation. Such changes have 
been made over the years both in the 
uctuiil langu.ige nf I'jtrt II ol the Inter 
state Commerce Act and in the ICC's 
administrative procedures However, 
federal regulation of the motor currier 
industry has proven itself to be in the 
public interest- 
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"Our inventory is our existence. 
Hunk we'd trust it to anything less 
than Scotch Brand Diskettes?** 




Don Storu-. Vice-President, 
Maw- Auto Supply Company, 
Inc., Boston, Mass. 

Scotch Diskettes are the 
diskette- v< '.i can depend upon 
with aw information your 
business depends upon, 

Each one is tested and 
certified error-free before it 
le:ivsvs .iui t;in..*r\ olY;iusc we 
know nothing less than 
perfection is acceptable for 
fOUt vital business data. 

Scorch Diskettes are 
available in regular Of mini 
sizes, com pat ihl< with a. mi >st 
any system. 

To find out where you can 
find Scotch Diskettes, call 
toll freer 8CKM28-1300. 
I in Minnesota, call collect: 
6 1 2-736-9625.) Ask for the Data 
Recording Products Division 



If if** worth remembering, 

it*i worth Scotch 

Data Recording Product*. 
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IKSSGNS OF LEADERSHIP 

Here Comes 
the King 

-of the Beer 
Business 

By Wilbur Martin 

August A. Busch, III has programmed 
the nation's biggest brewery 
into a well-managed conglomerate 



There is & delightful story about the 
origin of Budwetser beer. 
The tnte has Adolphus Busch nnd n 
friend. Carl Conrad, Traveling in Bohe- 
mia in the 187Q'b. They stopped for the 
night at a «mall monastery and 
quaffed the Iwr brewed by thi?ir hosts. 

On the spot, Adolphus made a dew! 
with the monks for their recipe, a 
strain of yeast, and the right to brew 
the beer at the E. Anheuecr Co.'i 
Brewing Aswan turn m S( hmis. Mo. 

Adolphus nursed the yeast homo in 
an ke-cream freewr 

There's not u word of truth to <h» 
fltory, but it has been lold so often (hut 
it has acquired the patina of legend. 

What rvally happened wils t ho im- 
plementation of a biuriness philosophy 
that sitill dominfltpa at today's An- 
heuser-BuBch, Inc., ft $2,5 billion gtant 
that i» run by August A, Bunch, III, » 
fourth-generati on mem ber of the 
famed brewmaMer family 

Tiiv (jhihwaphy demanded that nnly 
the best. naturaJ ingredients would be 
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used in the brewing process, including 
a generous portion of expensive Euro- 
pean hops, and high-priced brewer's 
rice instead of corn. 

"We have not c hanged one iota m 
the use of nut urn I ingredient* in all of 
our beers," says Mr Busch, "and wc 
never will." 

At 41, Mr. Busch is chairman, presi- 
dent, and chief executive officer of An- 
heuser-Busch, whose vast, ornate 
South St. Louis brewery was his play- 
ground as a child. 

The nut ion's biggest brewery func- 
tion* with computer-like efficiency, 
programmed by the science of business 
management which Mr. Busch 
prwiches with born-again fervor 

"The use of modern management 
science is the only way a big company 
can operate, grow, or even survive," he 

Anheuser-Busch evolved from the 
hrewery ;i man mimed Schneidt-r u«rt 
od in 1852 near a aeries of big, old 
caves not far from the Mississippi Riv- 
er. The caves were ideal for cooling the 
beer, and sawdust -covered chunks of 
ice cut from the river in winter melted 
•lowly over the summer 

Schneider failed, as did the brewery 
that followed him. In 1667. Eberhard 
Anheuser, a prosperous soap manufac- 
turer, took over the Bavarian Brewery 
as its largest creditor. 

The brewery was producing about 
H.IKIO barrels :i year, .ind for esuhl 
yearn Eherlwd ran U and bis other 
businesses Then, he decided the brew- 
ery' needed new blond ■ I •■ • n a ailed his 
son-in-law. Adolphus Busch. a top 
brewery supply salesman who knew 
beer from his youth in Germany 

Ado! ph lis was u genius not only a& u 
brewer but also a* a marketing man. 
From a few thousand barrels of beer a 
year, the company's sales exploded . 
Adolphus built track-side icehouses for 
beer-carrying rait road cars and ex- 
pended into Texas and Louisiana The 
cowboys practically disowned that old 
saloon standby, red-eye whiskey, in fa- 
v or of brew. 

It was Adolphus who introduced pas- 
teurization of beer, ending the need to 
keep the product cold in shipping, tind 
Anhowter-Busch began bottling, which 
twolutionized the marketing of beer 
and opened up the whole country to a 
notion ul product 

Anheuser- Butte h had as many as 16 
different been, when the first class of 
lludwciaer was drawn in 1876. Prohibi- 
ten a hut the Laps in 1920, but by then 
Bud wo peer was a national name. As 
l he song goo* "When you sny Bud- 
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Th* bottling stags is ins snd ot tha line before the bo*r— minion* 
and millions of bottles as wsll ss millions and million* of cans — Is 
»hipp«d, With Mr. Busch la John Letter, director ot plant operations. 



weiser, you've said it all." Today, the 
company has other best^'lkr- iike 
Michelob, Busch, Natural Light, 
Micbelob Light, and Classic Dark 
beers 

A new product now being tested is 
Chelsea, which has an alcohol content 
so low it is classed as a Boft drink 

"We're exploring other areas," says 
Mr. Busch "We don't intend to sit 

still '■ 

One reason for not sitting still is the 
constant challenge to Anheuser- 
Busch "s premier sales position. 

"When you're No. 1. someone is al- 
ways challenging you," says Mi 
Busch. Those challengers include Car- 
ling in the 1950's, SchliU in the 1980't, 
and, more recently. Miller's in o new 
marketing arena: light been. 

Crisp in manner, direct in speech. 
August Busch has decided views on 
what it takes to make a company aue 
eeafful Foremost is the product 

"Marketing can carry thiOKS for a 
time, hul in the long run, it is the 
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product itself that stands the test." he 
says. 

Marketing includes advertising The 
beer industry spends hundreds of mil- 
lions of dollars each year promoting 
Korea of brands. Some of Anheuser 
Bu sen's promotions nnd advertise- 
ments have become part of American 
folklore Qnp example is the famous 
Clydesdale hor-Hf*. which still draw the 
old-fashioned beer delivery wagon 
around in parades, fairs, and presiden- 
tial inaugurations. 

Another classic promotion is the 
painting of "Custer's Last Fight, 1 * a 
huge picture depicting the Battle or the 
Little Big Horn between Sitting Bull's 
braves and Gen. George Armstrong Cus- 
ter's cavalry. More than a million prints 
were dist rib u led. and when the compa- 
ny celebrated its inuth anniversary in 
1&S2. it was still getting request* 

Last year Anheuser-Busch turned 
out 36,640.157 barrels of beer in ten 
breweries across the country Bui the 
enmpnny ih more than just n brewer It 
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Virginia Gov. John Oalton joint Mr. Butch and athletic celebrities at the opening 
of the company's theme perk et Willie mabur^ V» From left ere race car driver 
Janet Guthrie, football stars Conrad Dobfer end Joe Greene, end tluntwoman Kitty 
O Noll. Below, tfi* company chairman takes a ride on the giant roller coaster. 





operates theme parks ,-it Tumpa. Fla., 
and Williamsburg, Va.; produces ba- 
ker's yeast and 11 other products; 
owns real estate developments near 
Williamsburg ond Columbus, Ohio; 
runs a transportation division consist- 
ing of the St. Louis Refrigerator Car 
Co,, Manufacturers Railway Co., and 
other cartage companies; has can man- 
ufacturing facilities and malt plants; 
and supports the St Louis Cardinals of 
the National League, which was pur- 
chased as a civic gesture to keep the 
baseball team from leaving St. Louis 

Mr. Busch believes his chief respon- 
sibility as a chief executive us tu put 
together the best management team 
possible and to serve as the catalyst Tor 
planning. 

This year, Mr. Busch is also serving 
as chairman of the United States 
iSr- wvr- A-i-...K.:..i!ton. Inc. He spends a 
good deal of his time in Washington, 
"perhaps as much as 40 percent," he 
admits ruefully. "You have to do thin 
today, because so much of what inv 
pacta on business is related to govern- 
ment." 

In an interview with an editor of 
Nation s Business. Mr. Busch talks 
about his company, his industry, and 
some problems facing business. 

You've been quoted as saying, -thank 
God for compelition." Anheuser' 
Busch ta the Industry's No. 1 competi- 
tive target, so why do you (eel this 
way? 

Well, jual look at some or the coun- 
tries where competition has been for- 
gotten . You can see the decay of the 
entire business system and the people 
within it. 

The executives go Hale. The whole 
system goes stale. Profit, Tree enter- 
prise, and competition ore what make 
the system run. Without them, there is 
no incentive for a guy to get up in the 
morning and move, and push, and be 
creative, and take chances. None what- 
soever. 

There is always competition to be 
No. 1 , and there should always be com 
petition. That's what makes Ford run 
against General Motors. Heinz against 
Campbell, and any corporation run to 
romuin the leader 

You give consumers a better prod- 
uct, and inform them about that prod- 
uct through competitive advertising 
Its our economic system, and thank 
Cod for >i 

Why the sudden interest In the com- 
petitiveness between your company 
and the Miliar Brewing Co right now 7 
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] think it's n media contest You had 
the sane thing in the 1350's when Car- 
ling was trying to push us out of No. 1 . 
The company had a lot of money from 
Kothman Tnbiicco Co rtnH sume very 
astute executives. But they didn't do it. 

Schlits! pushed us hard in the 1960*s. 
N'ow t hf Miller group is pushing, Phil- 
ip Moms has a lot of money, a lot of 
cigarette dollars, and a lot of good ex- 
ecutive 

Marketing of a product can go just so 
far. In the final 6enr*<», the product it- 
self determines where you are and 
where you are going over the years. 

Right now, the center of attention is 
light beer, which has been around for 
years but never made much impres- 
sion. Why? 

Marketing. Meister Binu Lite was 
sold in Chicago for years. Phiiip Mor- 
ris, the parent company of Mailer 
bought it. and they developed a he-man 
marketing package 

The American beer consumer wanted 
>t beer with lighter lamte, lower alcohol 
content, ii'Wi-r calories, but he didn't 
Want to look funny drinking it And 
l hat was the advertising inessiigt 1 . Tht> 
big he-man can drink light beer. too. 



It has about ten percent of the total 
beer market. 

What Is next beyond light beer? 

We are nnw teht-mnrketing a new 
adult beverage, Chelsea. It isn't an al- 
coholic drink, nor is it a soft drink. It 
has a little alcohol, but the percentage 
as so low that it isn't classified as an 
alcoholic beverage 

Are there other potential new prod- 
ucts? What about a super premium 
beer beyond Mlchelob? 

There might be It its no secret that 
we are taking a look at n real import I 
emphasize the word rr-ii! We have no 
intention of bringing in somebody's 
name, making the beer differently an 
this country, and selling it as an im- 
port We have every intention of bring- 
ing in a real, imported beer. 

You have indicated thai your product 
is the primary reason (hat Anheuser- 
Busch has been No. 1 In the brewing 
industry tor so long. 

That's right. The ban* line is the 
taste and drinkability or our products 
We haven't changed the ingredients. 
There is nothing than is not a natural 



ingredient in our products. There are 
no additives and no shortcuts in the 
production of our products. Sooner or 
later, the beer-drinking customer rec- 
ognize* (his. 

As chairman of the brewers associ- 
ation, you have said the Industry 
must speak out On what issues? 

The litter argument is one, and an- 
other is mandatory deposit legislation, 
which would prohibit the sale of beer 
and soft-drink products in nonreturn- 
able containers. 

Removing all of the beer and soft- 
drink products in nonreturnuble con- 
tainers from the market will not stop 
litter. These products make up only a 
fraction of the litter tossed along the 
roadside. What about old newspapers, 
food containers, cigarette and candy 
wrappers, you name it? 

You can't attack the tip of the ice- 
berg. You have to attack the base. We 
in the industry have tried to look at 
litter in a broader sense as a sol id- 
waste management problem 

You have to attack the problem 
through education and law enforce- 
ment California hu_s cuine up with a 
first-class legislative approach to !h>- 





Greyhound Package Express. 




'.• i ,i 'as i t.iijl inexpensive way to ship? Greyhound 1 

Package Express can nil your bill 

now inexpensive at <? wo' Oi a ton-pwnd package shipped 
approximately 500 miles, say from Dallas id Memphis. 
Groyhouivt Package Express sM save you about hall the 
prtc* of many sir express service* find about onHMrd M 
price of express mall 
Haw last are we? In most case*. Greyhound Package 

can sard that same ten-pouraj package up to 500 
..in teas thin 24 hours 

He /■...«.,, nri PjtfBftl I CBMI If "■>'■"> MB fmWt M 



inexpensive It's convenmm W» can gel vOu» package to 
thouiwads of communities mine U S. and Canada Arid 
our buses operate 24 hours adav. MS day* a yw 

Greyhound Package Express We r* out to prove a f sst. 
convenient 
package 



service doesn 1 

ftaveks 

be eipensrva 



SHIP GREYHOUND 




Thm process of brewing Ar\fi#\i&*r-3uscri » &#*rs B#gJn» In giant vats 
At the company's ornate, original main brewery In St Louis and at 
(en aiber plants in the U, S. Onty naiural ingredients, Including 
European hop* (above), are used to make the company t products. 
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problem. This includes education, la*' 
enforcement, cleanup, und research cm 
recycling centers. 

You have to I* 1 pro^r^s^ive and inno- 
vative in attacking a social problem in 
tatiil, nal just attack n little piece of 
the problem with the kind of cosmetic 
solutions being offered today at all l* v 
els of govern merit. 

One of the ma|or concerns ol your 
industry is alcoholism, isn'l It? 

Yea, And what we can do about it- 
By definition, beer is an alcoholic bev- 
erage of moderation. You have to con- 
sume an awful lot of beer to jjet 
enough units of alcohol to be drunk. 
Some htudji's indicate thai (he t>!*'> 

or stress suffered by alcoholics are re- 
late to their personalities. Prelimi- 
nary results from these studies suggest 
a new treatment that is directed a' 
i-hnnginp the [ikoholn environment 
rather than the alcoholic 

The brewers association and Ari' 
heuser-Busch will cnntinuf.i to pur-ui' 
other practical approaches to the prob- 
lem of alcoholism. We as a company 
also plan to sponsor advertising aimed 
at the person who abuses our products 

Is 11 true that your workers get bee 

beer? 

They sure do They have the right l*> 
consume beer on the Job. It's a rin h t . 
however, that hits to be carefully moni- 
tared — and is-^by the employees them- 
selves to avoid abuse, 

What other problems does your in- 
dustry face? 

One that still bothers us is the old 
practice of questionable pnynvnts to 
retailers. Those practices have been 
99.9 percent sloped in tin-* industry, 
aa they should have been. But a single 
case still creates waves when it comes 
out. 

Your company has about 1,000 
wholesaler distributorships which if* 
really small businesses. How would 
you describe your relationship with 
them? 

A relationship of comiviumcntiui*-*- 
really. What we strive to achieve i> 
partnership with objective communi- 
cation. If we make a mistake, we admit 
it and Lt'U tin' ^boli-Haler* wh,\ k hap- 
pened. We also tell theta that we wa« l 
their input. And we use Ihut input: it*' 
not just lip service 

What we want is a relationship °^ 
mutual respf-Lt and ..-uididtTui' I thin"* 
you gel thin by being forthright 
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You went to the University of Arizona 
for two years, then switched to Slebel 
institute of Technology, the brew- 
masters school In Chicago. Was 
there ever any lime you didn't plan 10 
join the company? 

Well, 1 went to the University of Ari- 
zona because i didn't have the wades 
to get into the eastern school* And I'm 
\i\ad 1 did. Tile quality of education 
was very good. 

But no, there was never any time I 
did not plan to come into the company. 
Before I ever went to college, I spent 
summers working here. I started in the 
melt house and went rigln through to 
the bottling and canning line, doing 

'.'Vim \ |.jfi 1 Kiinv-i! I h- union luu 

You were a card-carrying union mem- 
ber? 

Sure- I have a withdrawal card from 
the union, too. 

You have some union negotiations 
coming up. and there is concern lhat 
union wage demands are going to 
have a heavy Inflationary impact on 
the economy. 



The key to a non inflationary wage 
increase is productivity, and that hap- 
pens to work across the total economic 
system of this country. 

You have to compare our productiv- 
ity with that of workers in Japan or 
West Germany. We have to match the 
productivity of our global competitors, 
or we can't mutch them in prices or 
sales 

We \m\ the highest wages of any 
industry to our production workers, 
with perhaps the exception of lithogra- 
phers. And we're happy to do it. But 
we cun tlo it only if we make a profit 
and increase productivity 

I think our employees understand 
this, because we've made sure we com- 
municate with them. When we started 
our internal communications program 
about four yours ago, 1 went to every 
one ai our facilities, to every shift, and 
met with employees. We talked about 
productivity, marketing, pricing, and 
competition. We talked about debt-to- 
equity ratio, whore we get our money, 
un-d how m> spend it This p rug rum has 
expanded. Instead of just ma doing it, 
there is now a team of executives visit- 
ing each plant each year. We include 
the wives of employees, loo 



When you talk shout increasing pro- 
ductivity, where will the increase 
coma from? 

One place is building new produc- 
tion facilities. The new system gets 
more product per unit of mo n power 
Or you modernize an old system 

A good example is here in St Louis. 
We hod a fermenting operation which 
took more than 100 people to operate. 
Now we run it with six people because 
it is completely automated. 

The new system cost a lot of capital, 
But if we hadn't done tL the plant and 
the operation would have deteriorated 
Sooner or later, we would huve hud Id 
dose it. So, you either keep up techno- 
logically and stay productive, or you 
find that you simply cannot compete 

Are you building more breweries? 

We're building a new one in Wil- 
liamsburg, Ve„ right now. We're mod- 
ernizing and expanding in St. Louis, 
Tampa, and Houston. We are planning 
a big, new complex in California, too. 

Much has been written aboul you and 
your emphasis an business manage- 
ment techniques In running your 
company. Would you comment? 



Faster 




Next Bus Out; Guaranteed. 



Gol a rush shipment thai has to go immedtatety' ? 
Greyhound's special Hexl Bus Out Service can fill 
your bill 

How does il work'* Just drop your package by any 
Greyhound Package Express facility, al least thirty 
minutes before departure time And we'll guarantee il 
goes on the Next Bus Out with priority handlmo all the 
way, or your special handling charge will be refunded. 
There's no wail, no worry , no problem Just the 



tastes) bus service we have to oner 

When time means money, give youi packages top 
pnorlty. Greyhound's Nexl Bus Out There's no faster 

ST SHIP GREYHOUND 

fee you 

forspeeoypM -ujj " 

or dotv&y cati Counm Swww at 8UO 528-607 T 
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"The use of moflarn business management science it the only way a dIq company 
cart operate, grow, or ever survive," My* the cht«( executive ot Anheuser-Busch. 




The huge Cfydesoales, which once pulled beer wagon s. are pari of American folk lore 
They still wort aa a company promotion at fairs, parades, and other public events, 
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Twenty years ago, there weren't 
many companies thm operated with 
management control systems beta use 
the technology just wasn't available. 
That technology and expertise came 
after World War II 

Today, manageme nt science applica- 
tion is the rule, not the exception. We 
simply implemented the system as it 
became available. In my opinion, busi- 
ness can't live without operating this 
way. 

Many executives say that because ol 
economic circumstances, long-range 
planning today is three to five years 
for any company. 

We operate on n five-year plan. 
That's our horizon. It's crjnst;mt|y up- 
dated, however. The input is monthly, 
with a budget review every two weeks, 
which shows current operations com 
pared if annual budget mid planning 
projectiuns. 

So, every two weeks, this company is 
looking at where it is supposed to go 
ami whether n 11 mi lrm-k tl wmie- 
thing w nut right, we comet it 

Thin kind of planning system ha* 
flexibility and sensitivity 

With the decline In the number of re- 
gional breweries, how do you see the 
future of your industry? 

tiwxl The industry is growing iihoul 
three percent a year. There are miiny 
regional brewers who are doinfc very 
well. The innovative regional brewer i» 
doing damned well There it* ;ilwny» 
room in this industry for good, innova- 
tive marketers 

What about the future for other as- 
pects of your company? 

We haw more than a 45 percent 
share of the market for baker's yeast. 
We have two very successful theme 
park* in Flundn mid nt Williamsburg. 
We are expanding these, and we are 
considering more. 

Someone said that you always take 

youf job with you. 

That's not correct But my job is my 
hobby, my hobby is my job I happen to 
like it an awful lot, and I thrive on it. I 
love competition. 

I also have a great wife and great 
children, t spend time with them. 1 
don't play tennis very well, but 1 play 
at it. I awim almost every day, I shoot 
trap and skeot, and I hunt when [ con- 
There is plenty of relaxation other 
than business. 



You fly a helicopter? 
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And fixed-wing planet), too, I fly with 
my wife, who recehtly became n pilot, 
nnd with my children My son is taking 
flying lessons. 

Does your son want to come Into the 
business? 

I'm not sure he knows today where 
he warn* to go. The only thing ] tell 
him is to try to ro to bed at night 
feeling that he hits mx-oropl mlivd sit™- 
thing, no matter what it was — reading 
a book. Hying, whatever. 

What do you consider your chief 
function? 

The chief function of u chief execu- 
tive is to get the beet qualified manage- 
ment that can be found anywhere, and 
have them work in a compatible, non- 
ptilitittil nlmtwphere And I mean nun 
political 

One of the important objectives of 
my administration is to have no politi- 
cal back-scratching or biting in man- 
agement If it's found anywhere in thin 
company, it is dealt with swiftly. 

Vou have to make sure I hut people 
throughout wry division are backing 
up the major executives Cull it mun- 



iigement continuity through every po- 
sition, including my own. 

Another key function of the corpo- 
rate office is to took down the road 
three to five years, planting the seeds 
for the company's future. 

You don't moke decisions for a big 
company that are going to return 
fruits tomorrow; they will probably 
bear fruit in three to five yeans or 
more 

How do you ensure ■ non political at- 
mosphere? 

VW tun a dialectic approach in many 
of our decision-making processes. 

When you set up a dialectic group, 
that group's function is to challenge 
the other group and disagree with its 
opinions. What comes out of ail the 
discussions is a course of action that 
has been completely explored, intro- 
6pectively and objectively. 

Itfe a devil's advocate approach that 
assure* executives that they can speak 
out without any qualm*. 

As a chief executive* whet frustrates 
you most? 

Thtf government';- intervention in 
business Instead of trying to shackle 



the free enterprise system, the govern 
meet bureaucracy should be out to 
help it 

Do you think the business community 
Is more activist today In presenting 
Its views to government? 

Very much so Business is perform- 
ing o preset ivt rule rather than ;i 
live role. 

It's not just saying, "we're against 
thia," but rather: "We disagree, but we 
have something better . . . and here is 
why." 

That's really what the free enter- 
prise system is — going out in front of a 
problem, not letting the problem get in 
front of you. 

Now, business is for good regulation 
is against regulation for the 
take of regulation. 

I hope business can convey this mes- 
sage: Ours k the beat political and eco- 
nomic system in the world: there's 
none that works any better 

We need to protect it and make it 
better That's what I think we are all 
trying to do. □ 

(SW ■■■r nprintififthuiartiflle, 
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/liROORNE / Greyhound Air Express. 



M051 air express services reach about 240 major dim. Ben 
what about the hundreds of smaller crties itwy don't reach? 
Alnjome/Greyround Package Express can M your bill 

Now, every Greyhound Express facility also serves as an 
Airborne Express terminal. Nearly anywhere a Greyhound 
bus goes. ,AhtXHnn;GrDytwundPankaooEi:prc!Kgoas 
And thai includes hundreds ot major, as well <w unsJter. 
cities r„, '1 . 1 „ i.]'- 

Just tuko your shipment lo any Greyhound Package 
E*pr«ss f HCtltty and ask lor Airborne ;Greyl»ound Package 



Express, or call Airoorne tor pickup slyour floor That's « 
One way biH covers everything 

Airborne; Greyhound Pacfcngo Express. I! a one ot 
IfVtlMal 

3Sr„ SHIP GREYHOUND 

from hundreds 
otsmaikr 

iftiiim 
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Evaluating the Company's 
Evaluation System 

By David S. Davidson 

More frequent review of goals and performance 
will lead to better long-term results 



The cat pood division of X YZ Diver- 
sified Industries has had a spectac- 
ularly profitable year. The chief 
executive officer is properly rewarded 
by the parent company, and the busi- 
ness press hails htm as something of a 
wonder worker 

Ev er yone says the tributes are weli 
deserved. 
But ore they? 

Let's look at a couple of things that 
didn't make the business pages. One of 
the division's goal* was on increase in 
its share of the market from 17 per- 
cent to 20 percent. Actually, its share 
was unchanged 

Amazing growth 

Another objective was to develop 
from within the organization three 
new key msnagrr? on the manufactur- 
ing side. Only one was developed. 

A third goal was to increase plant 
capacity by live percent. By the end of 
the target period, the increased capac- 
ity was still six months away. 

There is no doubt that the division 
did extremely well financially. But bo 
did a number of competitors. Thanks 
to an amazing growth in the populari- 
ty of caul as pets, even firms turning 
out just so-so cat food did all right. 

One year Isn't everything 

A good return on Investment in s 
particular year, while of prime impor- 
tance, isn't the only objective of a busi- 

Traditionally, companies evaluate 
management performance largely on 
the basis of financial success over re la 
ttvi-ly long periods, sometimes or long 
as a decade. In the fictitious case cited, 
performance was fiood in the short 
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term, but the failure to meet other ob- 
jectives could spell trouble for the or- 
ganization over a longer period. 

Setting up criteria. 

Management performance should be 
judged in both the short, term ond the 
long term, and specific criteria should 
be set up for really meaningful evalua- 
tion 

Evaluations might be made quarter- 
ly or .semiannually Making them lees 
frequently would defeat a major pur- 
pose, to keep the managers and those 
who are evaluating them constantly 
advised of what is expected and what 
hat been done. 

Criteria would have to be modified 
to suit particular types of businesses, 
but for general purposes the following 
are suggested; 

• Financial return; 

• Market development; 

• Product development; 

• Personnel development; 

• Use of resources; and 

• Manufacturing performance 

If you oak a manager what he does, 
he may give you the classic reply first 
formulated in 1916 by French industri- 
alist Henri Fayol: The manager plans, 
organizes, coordinates, and controls. 

However, much of the executive's 
lime Is probably devoted to something 
quite different: unplanned, spur-of-the- 
moment activities to meet un pro- 
grammed contingencies 

This is an argument for, not ngainst, 
establishing specific goals upon which 
performance can regularly and fre- 
quently be judged. 

A complaint of many executives is 
that they must do things that are real- 
ly not important If performance goals 



are established, munv ol these unim- 
portant things won't get done. And 
that is all to the good 

When performance goals are set, all 
managers should be provided with u 
written communication lor careful 
study. As subordinates will play an im- 
portant role in striving for the objec- 
tives, they, too, should be apprised ol 
whm is f/JtfM'L -ted 

It should be emphasized I hot evalua- 
tion will be an ongoing process, not 
something that will be considered 
when there ia nothing more urgent to 
attend to. 

Realism In goals 

Goals must be realistic 

With new companies, parliculurly. 
there is often a tendency to set goalu 
that are too difficult to reach Failure 
to meet performance target* by a wide 
margin can be demoralising, particu- 
larly to young executives, and can 
cause dissension in the company. 

Goals that are too low, on the other 
hand, can be equally damaging be- 
cause they deny managers the in«n- 
live to live up to their potential ThiH 
often happens in old, established firms 
that are not hungry. In either case, it 
can be a disservice to both the manag- 
ers and tin? company 

An example of what can happen 
when unreal iatically high performance 
goals are established and evaluation 
periods sure too far apart is provided by 
an executive of a smnll publishing 
firm, 

"For several years, we hud been 
more or less dragging along with a 
smalt consumer periodical in a rather 
specialized field," he say*. "After five 
years of publishing, our circulation 
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reached about 10,000 and stayed there 

"We decided conditions w*»re right 
Tor an expansion push, so we net goals 
to be reached within a year. 

"In product improvement, we aimed 
lor a 26 percent increase in the use of 
editorial color and on equal increase in 
the use of outside writers Practically 
everything had been staff-written, 
making for a good den) of sameness in 
editorial style. 

"We targeted a 60 percent boost in 
advertising and a 100 percent increase 
in circulation. 

"We also decidtfd to try to upgrade 
one of the subeditors to managing edi- 
tor status to replace a man with whom 
nam? of us was satisfied 

All goals mlaaed 

"Wt>ll, we missed all of our ainbi- 
tioua goals widely. Product improve- 
ment—chiefly more color and better 
writers — depended upon increased ad- 
vertising and. to a lesser extent, on 
increased circulation. When the adver- 
tising and circulation income felt for 
short , money for product improvement 
•imply didn't exist. 

"I Huppose more experienced manag- 
ers would have seen the impossibility 
of coming anywhere near these tjir- 
get*. but we had the view that it could 
be done if we really set. our minds to 
the job. 

"When the year wm up and we still 
hadn't made any great progress— we 
did moke some—there were accusa- 
tions and recriminations. One man re- 
signed hie position, although he stayed 
on in a leas responsible job. 

"One of our big mistaken, as I see it 
now, is that w« didn't provide for fre- 
quent performance evaluation periods 
throughout the year If we had, I am 
convinced, we would hnve seen thnt we 
were far ofT target, and while we would 
have b«»n disappointed at the end of 
the year, our failure wouldn't have 
come as such a shock. 

"The dissension and hard feelings 
Certainly wouldn't have bsen as se- 
vere/ 1 he says. 

Changing Bights rcgulurly 

This executive, who asked not to be 
identified, reports that the publication 
baa now wl up a system <>i establishing 
^rgflts in critical areas lor the year 
ahead and of meeting every three 
Months to evuluule what ha* been tic ■ 
comptahod. if it is found that the goals 
*re too ambitious, they are rev bed 
duwnwurd If, on the other hand, prog- 
r «a» m better than expected, the sight* 
muted 
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"This is something we feel Comfort- 
able with," the executive says. "It is 
too early to say how it will work in the 
long run, but I feel, and the other* 
agree with me, that it can't be any- 
thing but beneficial." 

Management is sometimes thought 
of as an art Those why lake thib vi«w 
sometimes equate the company execu- 
tive's job with that of a symphony con- 
ductor. The analogy can also 
encompass company performance in 
the marketplace and the planning and 
evaluation lliat lead to that perfor- 
mance. 



Thr ll«w|fw* p.-rii.inri.:nn' ■<*. .iv. -u 

semMp on the night of a enncen i> the 
product of hard work and discipline in 
the rehearsal hall, with the conductor 
constantly stopping the musicians far 
correction and advice. The maestro 
doeMi'i .v.iit until thr iiumk-i is !m 
ished ui make his evaluation- f "i 

Mb. Davidson i* general managtr of 
International Tetrphonr and TrU' 
ffraph Corp, 's Educational. Huiititng. 
and Transportation Sendees Group, fit 
has been in group mana#tmrnt at ITT 
since 19*59. 



"Cuckler had our building ready for us... 
and we didn't even know it." 

{Hundreds of Cuckler building owners can tell you this!) 





The buildings pictured above were all built using steel, 
mass-produced, packaged building systems from Cuckler. 



Your own building package can bo 
assembled and delivered quickly 
The components area/ready built 
You save lime and money Vtoure 
in business sooner and costs are 
predictable 

Wthout exception every Cuckler 
package <s precision built u^np. 
top Quality materials. Your building 
looks good from the srnrt ann stays 
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that way You got years of econom- 
ical service— low maintenance 
and Ions life 

Many package sizes available 
with lots Ol Options Your nearby 
Cuckler bolder can help you get 
what you need He will respect 
your budget ano deadline Call 
him loday or mail coupon below 
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A new, action-packed, cost-effective game for 
harried advertising buyers. 



marking 
gOali Pro 
refill rwu 



Objective: reach over 
1.000000 lupbtislTieu 
iwecutiwfs 



Your computer 




Natron'* Business has 
1 1 70,000 ABC audited 
^ul;*CTir<*r» Stnilir 



You recnnv 
mend Laie 
Show, Go 
hack m start 



New Objective: reach 
lop management with 
<• iOHXNt-wt worth 



Korturw 
hack ihi 





Youi computer telunis 
Aik ii about Nation's 



New objective lowest 
CFMi lot buunvss 
rruqajsne 
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Formiwn(k>r5b.1l).'K K) 
iubtcrtb«r«, Go hack 
six squares 
and read 




Fortune. BinineSs Week 
and Forbes haw* a ran 
hi s<' ijrf iwth of only 2.0% 
combined Go one 
square abend and read 



Nation's Business nlijive 
enjoyc .'1 5% rah* base 
growth Greater than 
(he citheri com- 
bined. Keep going 



"A new 
opportunity 
game created 
by Nation'* 
Business. 




Yaur cornpuTtfr recommend* 
Nation * BiuinMt You 

.Kjtue And win a tree 
( '. .ill coJIactJ phcmt> coll 
to out Ad Director , 
Brett Pprrtn* - .it (2 12) 
557-9887 



Nation's Business 



We reach 1 ,1 70,000 business executives at work and at home, 
because we are the business advocate magazine 



Putting Health Care Costs 
Under a Microscope 

Lack of incentives to save money 
means a $830 tab for each individual 
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I K ONI of hut incisive "Grin and Bear 
I It** cartoons. George l.ichly por- 
l ray* a doctor and patient in the exnnv 
iii i ny room. 

"I want you to undergo some tests, 
Mrs. Truffle." soys the doctor, "to see 
how much medical attention v in .v, n 
afford." 

The line in worth a chuckle in the 
Sunday comical, hut in the hoard room* 
Of American business, paying for 
health can- h no joke. 

According to the Deportment of 
McfiUh, Education, nnd Welfare, 
Americans will spend SIM billion in 
1976 an health care, equal to 8 8 per- 
cent of the gross national product. 
Th«t is more than $630 for every per 
*on in the cuutilry. Unchecked, the 
taj will climb to $323 billion by 1981, 
moving close to ten percent of GNP, 

American businesA is the largest pri- 
vate purchaser of health services. Last 
year, business inverted nearly $70 bih 
'"■n in health care. Of thin. W4.5 bil- 
lion went lit jjroup health insurance 
For employees and dependents plus 
workers' compensation medical bene- 
fits. About an equal amount went to 
taxes used for public health programs, 
'•'onjprtny.^jjnnM/jred health program*, 
f »r|ii>riite philanthropy, workers' com- 
pensation, and paid sick leave. 

Altogether, health benefits equal 
about seven percent of total employee 
c «mpennatian 

Hintory of Increases 

Predictions of large increases in the 
future are based on recent history An 
•rtfcle in Brighum Young University 
business school's publication, "E*- 
^hange." illustrates the problem 

Tour years ago price controls wen' 
lifted from the henllh industry." it 
**ya. "and by 1976 expenditure* hud 
flaen by $33 billion, or 31 percent, 
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TrsnScsn, • mobito, X-ray scanner, !■ an example of Iria expensive equipment 
shared by hospitals (o cut costs. Units are now used in Tampa and San Dleqo 



while our gross national product had 
increased by only 1ft percent,'* 

Some details 'The largest expendi- 
ture in health coat in for hospital care, 
at 656 4 billion In fiscal 1976 or 40 
percent of the total expenditure* Hos- 
pital care spending grew by 16 percent 
in 1976 and 16 percent in 197n Be- 
tween 1966 and J975, hospital care 
tending more !hrtn tripled " 

The articla note* that doctors' fees 
art the second largest health care cost, 
at 19 percent of the total, and they 
have increased 34 portent since 1976. 

These extraordinary increases affect 
the finances of nearly all American* 
What has been I he public response'' 

A survey released last June by Louis 
Harris Associates for Hospital Affili- 
ates International, Ine shows that peo- 
ple are at least aware of the prnb- 
lem 

Asked which two items have in. 
creased in cast the most, 46 percent of 
ihe people rnti-d health care firet, Fol- 
Imv-d by ff«d, '14 perrrnl, nnd rjrH'Inr* 
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fees, 32 percent. Which two items were 
most overpriced? Hospital can was 
chosen by 34 percent, automobile* nnd 
doctors' fees by 26 percent, and hous- 
ing and automobile insurance by 25 
percent 

Asked if price increases were justi- 
fied by improved hen If h cure. per 
cent of the public said that the rise in 
doctors' fees was not justified, and 72 
percent said that increased hospital 
casta ware not Justified 

Ninety-four percent of the public felt 
that hospitals ought to work together 
to keep costs from rising so foal 

Health worth any price 

That kind of public response should 
clearly constitute a mandate to cut 
H||| But it doesn't quite work out 
that way. In the same Harris survey, 
71 percent of the public agreed that 
heller health care, which saves lives 
and innke* Ihr sick healthy. l» worlli 
almost any price 

Furthermore, given a list of areas in 
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Or. Paul M Eiswood. Jr., is president of 

InterSlirdy, which iJk] a h*alth core 
«tudy for National Chamber Foundsllon. 



A Large 
Industry 

i health care industry in the United 
States is a large, labor-intensive ser 
vic« system. Excluding the pharma- 
ceutical and health earn supply 
Industries spprrxmatory 6 9 million 
people are omployod within the 
health care industry, including: 
400.000 physicians. 1.6 million 
nurses, and 3 5 mJJItoo hospital work- 
ers at 7,000 hospitals and 22.000 
nursing homes. 

Health cere, says HEW. with sales 
of St 62 billion, is Ihe nation's third 
largest industry Onry construction 
and agriculture are larger. 

Hare are some more statistics that 
reveal the scope of the industry 

• In fiscai 1077. approximately 16 
percent ot the population was hospi- 
talized— 37 million admissions 

• Thai year 170 million Ameri- 
cans— 75 percent erf the population— 
visaed a physio an al teasl once dur- 
ing the year, the average person 
made 5.1 visits. 

• Not counting those in hospitails, 

there were va ballon prescripttorrs 
lilled And a lota" ol five billion labors- 
lory tests were ordered. 
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which to upend more money, public 
end private 60 percent picked health 
care, only four points behind educa- 
tion, the first choice. 
Unfortunately, Mr, Harris didn't 

survey the n jrnr.ir.rul kr* (if privute en- 
terprise. 

The problem breaks down into two 
related areas. The first is the luck of 
incentives to cut costs anywhere along 
the medical car* deliver)' chain. The 
second is the overuse of expensive 
medical procedures. 

Four links In chain 

There are four links in the health 
care delivery chain, none of which has 
incentives to save money First is the 
individual consumer, the patient 

More than 80 percent of Americans 
are covered by some sort of health in- 
surance Same of this insurance may 
be inadequate, but insured individuals 
tend to believe they have » right to as 
much health care as they ran get, Fay- 
ing for this care has been shifted from 
individuals to a frequently nebulous 
"som— t-i ■'• " 

The second link in the chain is the 
physician, who decides who gets how 
much medical treatment and in what 
facility. Doctors are bound by their 
professional oath to do whatever they 
can for the patient, regardless of cost. 
Also, the increasing number of mal- 
practice suits during the past few 
years gives doctors a sound reason to 
cull for more medical tests to cover 
themselves in cane <il ji IhwmuiI. 

Hospital* try to attract doctors 

The third link in the medical chain 
is the hospital, which has to attract 
doctors, and through them, patients, to 
stay open Doctors want the most mod- 
ern and the best equipment,, and they 
lend to practice medicine al hospitals 
which have this kind of equipment. 
Tin* may result in several hospitals 
ha v mi.' OKponMve specialty equipment, 
even though the patient load may jus- 
tify only one such unit in the city 

Although hospital administrators 
may try to save money, there is little 
incentive to do so because the casta are 
passed on to the patient*, and the pa- 
tients pass the costs on to insurance 
companies. 

They are the fourth link in the 
health car© chain. In the past few 
years, the bigger insurers, including 

i'lm ' md Ulne Shield, hove run 

advertisement* and commercials urg- 
ing people to become more conncious of 
health costs and preventive medicine 
But insurance companies are still try- 
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ing to nttrurt no many customers n* 
possible, and they accomplish (hit* by 
providing broader coverage, 

The increasing premiums needed to 
pay for this coverage have been passed 
through the patient to either private 

lin-inv-.-. 'T a bran* h Ol km-rmr.riil 

Unlike insurance for care or houses, 
where the individual in acutely aware 
of the costs, health insurance is gener- 
ally paid Tor by someune eW. Tin- juv- 
ernmcnt pays for Medicaid and 
Medicare, and if it needs more money' 
there is always the U.S.. Treasury 
Eighty percent of private health insur- 
ance is bought through the workplace, 
and about 70 percent of this insurance 
is paid for by employers. 

So the chain is a full rircle Individ' 
mil gets sick, goes to doctor, who puts 
him in hospital, which sends him a 
bill, which is paid for by the insurance 
company, which does this by collecting 
premiums, which come from — or an 
behalf of — (he individual 

Nq one uocountatale 

It's that last little wrinkle — on 
half of— that is now threatening to 
down the wSiulv -.y-sh-iu IW.ium' 

one « accountable for the costs, they 
have risen and will keep on rising 

If un insurance company believes 
that up to SHOO is a fair price for » 
particular operation, it ends up paying 
thr full amount. 

If an insurance company says it will 
pay physicians' fees that are usual- 
L-u.Ntomury and reasonuhle — known ft? 
UCR in insurance jargon— il is unlike 
ly thul these fees will decrease in the 
face or rising inflation and costs. 

And what about the bills (hut are too 
high, for whatever reason 7 

The entire health care system i» 
swamped with paperwork. The easiest 
thing to do is 1« keep the (low going- So 
if a bill comes in that Is, say, 16 per- 
cent fcOD high, it may be cheaper to pay 
it, especially since the cost is passed 
on, than to stop the process and inve*- 
tigatc the claim. 

Britk to the wrinkle— hunineos I* 
pitying 70 pen-en t of employees' health 
care costs. These premiums are becom- 
ing so large that they significantly 
raisu the cost of doing uujfincsis and, 
frequently, the tin:il cost of a product 
or service. Rising cuwt.i itlsn threat** 11 
labor-management relutions becan-'' 
there is a limit on hciw big I he rmphrj 
eer»" benefits package can become. 

Artd 

unions are beginning In realise thi!- 
The question is: How can coal* P* 

contained' 1 
First, there in no one. m:ui»K- uu;.w*' r 
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A blueprint 
for a better tomorrow. 



TRUCK t TRAILER MANUFACTURERS 
HELP SAVE ENERGY By US [NO 
LIGHTER , VET STRONGER 
MATERIALS. 




COMPUTER TECHNOLOGY 
15 BEING USED BY TRUCKING 
EQUIPMENT BUILDERS 



TO STREAMLINE 
PRODUCT PERFORMANCE. 



AMERICA'S CHANGING. -AND SO ARE 
AMERICA'S NEEDS. AND SINCE THE 
AMERICAN WAY OF LIFE DEPENDS SO 
HEAVILY ON TRUCKING, YOU'LL BE 
GLAD TO KNOW THAT TRUCKS ARE 
CHANGING,, -TO MEET THOSE NEEDS- 
THE TRUCKING INDUSTRY IS HARD 
AT WORK TO PRODUCE LIGHTER. 
SAFER, MORE FUELEFFlOENT POWER 



UNITS. AND THAT GOES FOR TRAILER 
BUILDERS.TOO. AT FRuEHAUF, WE'RE 
EXPLORING THE USE OF ADVANCED 
TECHNOLOGY AND NEW MATERIA iSTO 
PRODUCE LIGHTER, STRONGER,MOR£ 
AERODYNAMIC TRAiLERS.TXE KINDS OF 
TRAILERS THAT WILL HELP KEEP THE 
TRUCKING INDUSTRY AND AMERICA... 
ON THE ROAD TO A BRIGHT FUTURE 



1'here .ire oinumerabte pan* lo Lbe 
iiiuiitmn, rind what will work fur raw 
firm may not far another 

Study tackles problem 

Many possible answers are con- 
tained in a comprehensive review enti- 
lied "A National Health Care 
Strategy " Sponsored b.v the National 
i lumber Foundation, this series of 
five monograph* was produced by !n- 
terStudy, an independent health policy 
.malysis and research firm in Minne- 
ipolm, Minn 

[n one monograph, the foundut inn 
-fudy ?uwfiosth that businesses should 
periodically review programs tu t-n.-uiT 
that they are still cost-effective and 
responsive to needs 



One* a mechanism fur dealing with 
health can* problems is in place, the 
solution* will cover three brond arras 
111 cast-Containment measure* that 
generally can achieve short-term r* 
suits, i2i tong-ra nge planning and in- 
volvement in the health community 
and i3i alternative* tn the usual (fee- 
lor-service sy*tem. 

No single solution should be consid- 
ered in isolation. Not only can several 
small savings achieve impressive re- 
sults, but also the solution to one prob- 
lem must not exacerbate another 
problem and cancel out th*- savings 

Within short-term cast containment, 
savings can be achieved by reducind 
administrative cost* and controlling 
the uw of and charge* for service*. 



WHO RECEIVES THE PAYMENTS (FY 77) 

{ Billions of Dollars and Percentage 1 



ADMINISTRATIVE EXPENSES AND 
PUBLIC HEALTH PROGRAMS 
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An important question to ask. soys 
the study, is "Who'§ in charge'' 

"Unless your firm is one of the few 
which ha* addrtnad health coveragr 
problems in a comprehensive, coordi- 
nated manner, the answer will be no 
«ne/' the monograph says "For small 
firm*, thin may be the result of a lack 
of personnel In larger firm*, health- 
rrlnted issues nre typunlly assigned to 
ieveral people 

Th* important point, says the foun 
dot ton. is that someone should be in 
,'hur^t'. rtiiflher i! ts .ill individual 
task fort'*' or uU<-|i1i- <irl!<ultlint 

m 



One basic element uf run taming ml 
cninistrative costs i« I he review of 
claims. This can help pinpoint areas of 
high costs, such as une plant or divi- 
sion that is more costly I him others 

Knckwull Internal lonnl, fur example, 
developed a quarter I * report codifying 
claims informnlirm l>v location Al- 
though cost-saving* estimate* are not 
available Rockwell plans to expand 
th* program 

Tiif study com men t*. Since it in hii 
sicully ii ret rospei 1 1 m» mechanism, 
claim?- iruew. dues little lo affect total 
incurred health cost ». ii seives primur 
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ily to reduce the portion <ii the hiil paid 
by the employer. While it doe- *iivr 
money in the ^liorl term hy correct in« 
administrative uvenught* .ind .,.,.r-l 
anting benefit plant), rlnnm review 
does, nothing to correct the underlying 
causes of rapidly eacaluting health 
care costs." 

A second administrative technique 
it; Coordination <d heneiits mni suhn*JH 
(ion, which are responsible for avoid- 
ing duplicate claims payments; nnrl 
recovering expenses that should be 
paid by u nattier party 

Without >:<>■ n'tlmul luh -il U-in-lit^. it 
is possible for consumers lo be reine 
burned for mure ibuti 100 percent ol 
their costs 

ThtB technique s<ived Standard Oil ol 
California ti\2M million in 1975 Kuui 
tahle Life Insurance Co estimated thai 
in 1976 the aggregate Hiving* for all 
third-party payers wits dope to i) bll- 
lnir, 

Belf -insurance oaves money 

A third administrative technique is 
self-insurance. Although primarily for 
larger companies, self- insurance can 
save taxes on premiums and earn in- 
terest on reserve funds. On the other 
aide of the coin, there ure additional 
risks, the necessity far additional staff, 
and the possibility 'it' iilieimtme I In 1 
insurance indiistr> 

John Deere A Co.. which has 50.000 
employees, began Using self-insurnrice 
seven years ago. ft estimates that it 
administers the plan for less than the 
bent rate ii could obtain from an insur- 
ance company. 

t'linlrnlling service charge* i - 1 1 s s;m- 
some money- But it can also harm the 
company's relationship with health 
care providers who may criticize the 
company for price- fix nut, restraint at 
trade, or coercion, Nevertheless, the 

foundation Study suggest* three fHfMli- 
hi lilies. 

• Prospective hospital remilmi ■■■ 

■iu-:ii Thi.s is .i reffiilatory .ippi\M^!i 
that eMtihtishin the rule in t«- paid to ,i 
hospital in advance to provide an in- 
centive for efficient operation. 

• Prenegotinied physician fee*. The 

i-ompam provides I'mplmees with n 
list of physician* who will accep' 1 

lUreerl Ipuri !>■•■ 

• Volume purchasing of drugs and 
opt ical equipment A guaranty ,,f a <<rr> 
i. mi lniMin<-i!i volume nwult* in low*' 
prices 

The greatest area Tor short term ro*t 
cnnUitnmenl lies, in chnnKing the asr 
of servici* Of the several it* hi'-'|i<e*> 
only consumer cost ftttJUtllf or copuv- 
OS s hnsivKss - NOVKMBKH l" 1 * 





The Ambassador East* The fine art of living well. 



The hihjiI lite i- .l-l-itik a hrillinnt Ujjvvji 
on Chicago's exclusive Gold G»«st 
The Ambassador East has been 
lustrously restored, providing a posh setting 
for unquestionably excellent accomtmxiatif «S 
and service 

We're o| l he opinion than it's not just 
what foil do, it's how you do it. And, at the 
Anibaswidur East, we do things very well 
The world renowned Pump Room is here. 
So are Dimension* of the Ambassador East, a 
ylttterlnfj new disco. and the swank 

Ambassndor East Bar A handsome group vA ,1f * I|J hcc 

VlpriV <m1« tWfr»Cl««*: Mcnrk TV IWp Hcow. fcn*«> MA «..! TV fcihttmr Pl*-r. New Vmi NY lupminc Jrhrvtrr Hp} 



function tixims awmts your smaller meetings 
and banquets Guest accommodations are 
positively plush And discreetly impeccable 
service assures your total satisfaction 
Come, taste the got*! life at our 
vintage hotel, 

AMBAJMDOR EAST 



I ,'liu ji;. 



\I)I'M!VI1\SSH Mi ill | 

1 101 North Stat* Parlnrav 



WfeVein 
good health. 

^^^J Wc started out in good healih instruments that use ultra-high-frequency 



nearly 150 years ago, as an apoth- 
ecary shop. 

Today, we're SmithKlinc Corporation 
A worldwide science and technology com- 
pany with more than 14,500 employees. 
And products that promote good health 
for you, your family, and millions of other 
people. 

We serve you in many ways; 

First, we're a world leader in 
pharmaceuticals. We make medicines that 
people in virtually every country take to 
get well, and stay healthy. 

We do the same thing tor animals— 
with an outstanding line of vaccines for 
pets and feed additives for livestock. 

We make consumer products — daily- 
use products whose names arc familiar to 
you. Contac," for instance — the world's 
leading cold product, and 
Sea A Ski suntan products 
We also make packaged 
food products. 

And we're global 
leaders in ultrasound * 
technology. We 
develop new and 
effective 




sound waves to diagnose illnesses. We 
make ultrasound equipment for industrial 
uses, as well. 

Our clinical laboratories throughout 
North America do diagnostic tests for 
doctors. And we make a line of diagnostic 
instruments and supplies used by health 
professionals around the world. 

Above all, at SmithKlinc Corporation 
we're researchers. We're always working 
on better, safer, more economical ways to 
promote good health and well-being. 

In fact, this year we'll spend more than 
$70 million on research and development. 
But the way we see it. that's how a 
corporation stays in good health. 

That, and by a commitment to quality 
and integrity in everything we do. 
SmithKlinc Corporation, 

1500 Spring Garden Street, 
Philadelphia, Pa. 19101. 
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Wiss & Lambert 
and Rolex. 
This is the time to give. 




Uliss & Humbert 

Rnr lewriw* Sine* MM 
Madison Avenue al 55th St., Nirw York 
Smith H*v*n Mafl / Sunrine Mall. Loriu ManJ I Namii-i si.iteti hUnd, New Ytartt 
New \cney. M*d*ii*tdi / Short HUH i' MonlrUli / W*vtw I Pjnunu* ' Woodbrldgr i E Prurtwui 
Mall unil phone InqufrV* invited III2) R3fl-«XKI/(!(lft) 724-«*Q0/ (MJI) >7*s-Hin 



WE ARE A STEP AHEAD OF THE RAINBOW. 




C^Collins & Aiknian 

ALWAYS A STEP AHEAD 

Codies > Afltmon CopwaBoa 2K> Modbon fee., N;Y. N V 10CM6 L«2) «3 4*0O 



mint ilf nii-diCul Cure Iilo :h>- |>iiTi-iitijil 

fur large, effective suvings- 

There lire two method* of oust -shar- 
ing, deduct ibles und coinsurance A de- 
ductible is a Specified dulhir uniuunt 
that an employee must pay before the 
Insurer will pay the rest of the bill. 
Coinsurance it an arrange rnent in 

whilrli tin- employee pays ii sjx-iihiTj 
pr-rerliCiUo nf t he total bill 

Consumer decides 

TIh^i.- ti'L-hniqUi-s uaii nduce Cu^st.- 
only ii they are applied to services 
upon whh b the consumer decides. For 
example, cobmruirmg for ambulatory 
can? in which the consumer {a free to 
exerciw tnnv diwrt'tion will likely bo 
mure Hu-clive than -sharing for 
hospital expenses for which the deci- 
sions are primarily left to doctors 

Tlu- rationale lor deductibles and cu- 
uinurance is that it reduce* premiums 
nurf provides nn incentive for the con- 
sumer to consider coata in making 
medical decisions. 

This is crucial. Philip S. Smith. Jr., 
manager of personnel and office ser- 
vice* for the Highway Users Federa- 
tion in Washington, D C, favor* bt.th 
deductibles and coinsurance. He 
think? 1 hut if deductibles were dou- 
bled, the consequent decrease in pre- 
mium might equal the difference. He 
also favors nW20 coinsurance 

While statistics on the effect iveness 
of cast-sharing are meager, proponents 
mnintuin that it works Says Mr 
Smith: "An insurance plan designed to 
keep the individual's interest in some 
portion or all cost* wilt keep costs 
down " 

But cr>st-*hnrirtg is no panacea. 
Many businesses cover only employee 
w dependent hospitalization; they ex- 
clude- insurance t-uverug* fur ambula- 
tory surgery, preventive care and 
screening examinations, pre-admission 
tasting prior to surgery, and posl-hos- 
pitatixation home health Care 

No Incentive for saving 

With this type of insurance, the pa- 
tient tend* to opt for the most expen- 
sive medical care— that which he 
receives in the hospital— although it 
may not be necessary Says the study: 
"While it may seem paradoxical that 
'"■in r-vti'iisivf third-party and cost- 
•huririu run mcre«M* h. r-;»t .1 li/.it iuh, it 
if I'videm ilia' different mechanisms 
operate to drive toward the same re- 
mit" 

Ambulatory surgery and home 
honlth en re muld save n lot of medical 
ciwls because they reduce the amount 

NATION a HI HINKSS - SOVKMMKH 



of time spent in the hospital, the most 
expensive pan of health care 

The study estimates that 2f] to 40 
percent of all surgical procedures 
could be performed on an outpatient 
basis In some areas, ambulatory sur- 
gery clinics specialize in procedures 
that are too demanding for the doctor's 
office hut not serious enough for a hos- 
pital stay 

One of the larger hutiie health rare 
service organisations, Upjohn Health- 
care Services, has 55,000 employees 
and 230 offices in the U.S. Upjohn 
says that home health cure costs are 
about one third less than hospital 

v-iJVTl, 

Blue Cross and Blue Shield of Michi- 
gan estimates that for 1975 an average 



-j-ci«r will mvriKe de.ihm,' *nh pfiivnf 
era, consumers, and third-party Insur- 
ers through boards of trustees or 
directors at the institutional level and 
through various public groups at the 
community level. Time — lots of it — 
may be a key factor in getting on these 
boards nnd contributing to their work. 

Public health care involves a process 
created by the National Health Plan- 
iniig und Resources Development Act 
of 1974. which divided the country into 
about 200 health service areas, each 
with on official, federally funded 
health systems agency composed of 
volunteer consumers and providers of 
health care. The agencies help to de- 
cide whether to expand hospitals or 
add new services. 



• Health costs ars almost doubling 
every five years. 

• More and more ot GNP is being 
absorbed by health expenditures 




RISING HEALTH CARE COSTS 
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of 8 8 days of inpatient care were saved 
for each patient in the home health 
care program, for a financial savings of 
$1.1 13 per case. 

Despite the potential, cost savings 
may hinge an hospitals' reaction to 
these outpatient techniques Unless 

hospitals reduce their rupm.lt> und 
lined cust* concurrently with the re- 
duction in patient load, the only result 
will be higher rates for those who do 
use the hospital and no reduction in 
total costs 

rimiiilDK in crucial 

In addition to instituting coat-cut- 
ting itrps wiihin n company, business 
people need to became active In com- 
munity, state, and federal health care 
planning and regulation 

Planning for iho private health cure 

1STS 



Another problem is regulations A 
New York study found that 25 percent 
of operating expenses for hospitals in 
1976 went to comply with government 
regulations Hospitals in New York 
State spent $11 billion to satisfy regu- 
lations imposed by federal, stale, and 
local agencies; this expense added $40 
11 day to a patient's bill 

As another example, the American 
Hospital Association estimates thnl 
hnepituls throuKhnm ilie country will 
spend 1170.4 million from 197? 
through 1979 Just to prepare reqtiirfd 
Medicare and Medicaid reports. 

To combat such casts, business 
should become actively involved in 
h»)1h the planning ,irid rfgul.it ion pro- 
cesses General Motors has 150 em- 
ployees on various kinds of hoallh- 
reiatrd boards. One GM spokesman < ' 



ANN JONES CAN ORDER A 
CHOLANGiOGRAM CATHETER FASTER 
THAN SHE CAN SAY IT. 




Thq paper plague 
afflict* Purchasing. 



PROBLEM: 

For most hospitals, purchase 
orders :ire .1 chronic problem. 

Compiling 
and placing the 
average order 
for supplies 
can cost from 
$5 to $40. 

Getting 
hack written 
confirmation 
can take up to 
two weeks. 

To pro- 
tect themselves, hospitals tend to 
overstock. Tins ties up needed capital 
and! space. It also complicates inven- 
tory control and invites i-rrors \\w 
piles of paper grow. 

As one of the nations leading 
manufacturers :nul 
distributors of hos- 
pital supplies and 
equipment, with 
sales of $1.5 
billion in 
1977. Ameri- 
can Hospital 
L Supply Cor- 
Dfth. poration 
I saw the 
need tor a 




"Plea**, no more 
fongvo ocpratMrv" 



system solu- 
tion to the 
purchase order problem. So they 

consulted Hell 



SOLUTION: 

American Hospital Supply de- 
signed a new approach, .Analytical 
Systems Automated Purchasing— 
ASAP* Bell System problem-solvers 
helped them refine and develop it, 
and now ASAP is offered to ;ill 
hospitals a*, a remarkable time and 
money- saver. 

Key feature * of the unique sys- 
tem are punched curds {a different 
one for each item in the hospital's 
inventory), card dialers and Bell's 
net* 43 Teleprinter 

The system automatically ac- 
cesses the company's computer. 
Orders .ire placed simply hv inserting 
cards or by tapping out information 
on the Touch-Tone' dial. Time: 2-5 
seconds jvr item. Hard copy confir- 
mation comCS vin 43 Teleprinter— 
usually within IS minures. 

One hospital using the system 
projects savings of $56,000 the first 
year. 




Now, finger* do 
lh* ordering. 

Whether you run a hospital or 
a business, if you haven't talked sys- 
tems with your problem-solving Bell 
Account Executive lately, you're 
nnsssnti something. 

The system is the solution* 

(2) Befl System 



IXiutfla* Ravt-n.-rfjn, assistant director 
for employee benefits, laid recently: 
"We have asked our people to become 
involved in n knowledgeable. helpful 
way in the s>.*teni where they ftork 
and Ih <■ 

"We have asked them lo be active, 
questioning members of local planning 
agencies, hospital boards, and Blur 
Crow-Blue Shield boards — not to check 
their brains at the door of the board 
room." 

Get money "a worth 

Another spokesman. Vktor M Zmk, 
director of employee benefit*, summed 
up GM'b view, which undoubtedly is 
shared by many other businesses "In 
the process of helping our employees 
eind [heir families attain better health. 



we in business should do our utmost to 
be sure we get our money's worth. In 
that respect, we ought to do what we 
can to keep as much of the- activity as 
possible in the private sector." 

And if people like Mr. Etivenson and 
Mr. Zink fail, what then? The answer 
if. obvious increased Kovernmont in- 
volvement. 

There are numerous plans to in- 
crease federal government activity in 
the health care industry, but the most 
comprehensive plan is for national 
health insurance. 

Canada went to a national health 
care program about 20 years ago. It is 
really two program*, one for hospital 
care and the other for physician's can. 
A recent issue of the Federation of 
American Hospitals magazine. "Re- 
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Doing Something 
About Health Care 



There's an oki cliche thai "everybody 
talks about the weather, but nobody 
does anything about it" 

In many ways, the same could be 
said about the rising costs of heallh 
care. 

The Chamber of Commerce ol the 
United States has developed a kit ol 
materials designed to help the lay' 
man understand the health care 
problem and do something about IL 

The krt explains how to organize 
cost-conuunmen! action by setting up 
key leaders and task forces lo mobv 
fee whatever resources are available 
to a business, organization, or com- 
munity. 

The kit contains statistics to bolster 
the argument for concerted action 
and warns that the alternative to busi- 
ness lethargy in hearth care will be 
federal government intervention 

The kit oners tour case studies In 
which weft-organized action has ted 
to positive results These success 
atones deal with chambers of com- 
merce in Cincinnati and Philadelphia. 

There's a detailed account of how 
Cummins Engine Co. in Columbus. 
Ind , started the Columbus Occupa- 
tional Hearth Association with Six oth- 
er companies in 1972 Today, 126 
other firms have p/ned them, and 
coverage extends to more lhan 
25,000 employees. 

The fourth case study deals with 
hearth maintenance organizations In 




Rochester. N. Y., especially the Gan- 
esee Valley Group Health Associ- 
ation, This prepaid group practice 
was organized and financed by Blue 
Cross and Blue Shield in Rochester, 
beginning in 1973. It has more than 
36,000 mombors and is innovative in 
Ha approach to health care. One ex- 
ample: coverage (or almost unlimited 
ambulatory care. 

The Chamber's health action kil 
sum mantes the live monographs on 
health care, dono by tnlorSttidy of 
Minneapolis and sponsored by the 
National Chamber Foundation. 

The monographs, codec lively Idled 
"A National Health Care Strategy " 
are also reproduced in full in the kit. 
Titles include*. 

• How Business interacts With the 
Health Care System (with a special 
action plan (or small businesses). 

• How Business Can Use Specific 
Techniques to Control Heallh Care 
Costs. 

• How Business Can Stimulate a 
Competitive Health Care System. 

• How Business Can Promote 
Good Health for Employees and 
Their Families. 

• How Business Can Improve 
Health Planning and Regulation 

The entire kit costs SI 5, end there 
ara volume discounts. For further In- 
formation or lo order a kit. write to 
HEALTH ACTION. 1615 H SL. N W . 
Washington, D. C 20062- 



view," devoted a un-cit dr.il id *paee 
the Canadian experience- 

Theodore Allison, assistant vice 
president in the government and in- 
dustry relations department of Metro- 
politan Life Insurance Co , wrote 

"Not only hws national health insur- 
ance exacerbated problem* of health 
rare cost*, but also this and minted 
government programs have created 
other problems in the health care de- 
Livfry system. These include excess 
hospital facilities, high utiliuition of 
services, end overspecialization rind 
mulduitrihutian of physicians. 

"In thi-ory." Mr. Allison concludes, 
"gnvernmenl should be abb' to control 
both utilization and the cost of serviceH 
Yet, in realMy, (hi- Canadian govern- 
mental health insurance programs 
have foiled to control utilization. Costs, 
and total health care expenditures — all 
of which hove risen more rapidly than 
in the United States." 

Some success stories 

There are success stories, however, 
to prove that costs can be contained. 

One example is the practice of den- 
tistry. Although, the consumer price in- 
dex for all services rose 7.7 percent 
from 197G to 1377, the fees of df-ndsC 
went up only 7.5 percent. Physician 
fees went up 3.3 percent, and ths< cost 
ol m miprivate hospital rooms rose 116 
percent. 

For the decade before 1977. dental 
fees rose by 85 percent, compared with 
the cost -of .living index, up $4 percent; 
doctors* foes, up roorp lhan 100 per- 
l-itU; and eemiprivAti- hospital rooms, 
up 300 percent. 

Barry fiosworth, director of the 
Pro* i dent's Council on Wage and Price 
Stability, says that dentist* "had the 
smallest increase in their fees." 

But. £15 percent of the rmtion's den- 
tal bill is paid for by private dollars 
Further, while 48 million Amcncnn? 
are covured by dfntal uivumnce, this 
hardly compares to the BpproximfltH> 
200 mil lion with some wort of medical 
insurance coverage. And of those 4f 
million, many are involved in copoy- 
ment plans. 

The point in thnt tin* v;lM majority of 
dental patients has a direct, immedi- 
ate financial link to dental can. They 
know it, nnd the dent iftts know it — and 
hnth groups have an incentive tn re- 
duce costs. 

Tht.- woman who didn't particularly 
likf seeing doctors didn't mind at nil 
going lo the dentist twice a year- "It's » 
lot. cheaper to hove him clean my teeth 
and discover any problems early thnn 
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for me to wail until a loulh hurts, 
then have something major done." she 
says, 'It also hurts ti lot less," 

Furthermore, what's good for the pa- 
tknt has been very good for dentists. 
While dental expenditure* as a part of 
health expenditures have dropped, 
dental productivity has skyrocketed 
In 1952, the average dentist saw 2.8T2 
patient* a year. By patient visits, 

had climbed ta 3,602. 

In another urea, the president of the 
American Medical Assoc in t ion. Tin 
as Nesbitt, broke tradition at his in- 
stallation this past summer. He asked 
doctors to hold down fee increases vol- 
untarily. He said that fees, now riainu 
at 9.2 percent a year, could be held to 
an eight percent increase in WJO and 
seven percent in 1980. 

Urady Memorial Hospital in Atlan- 
ta, Ga., instituted a cash-in -advance 



policy so that most patients are partly 
responsible for their medical cods. Re- 
sult The 1977-78 budget was up 8,4 
percent, the smallest increase in five 
years. 

The hospital, which serves an area 
with 22 percent of Georgia's popula- 
tion, modernized ii» energy systems 
and telephone network, computerized 
its Medicaid claims and many patient 
records, installed a new payroll sys- 
tem, began a self-insurance program to 
protect against malpractice suits, and 
went to bulk mailing to cut postal 
. u-r-. 

One final example Hospital Affili- 
ates International, of Nashville. Tenn., 
the group that underwrote the Lou 
Harris survey, has introduced a mo- 
bile, computerized tomography scan- 
ner. This million-dollar piece of 
equipment is a sophisticated X-ray ma- 



chine that enables a doctor to obtain a 
detailed internal picture of the pa- 
tient, which often eliminates the need 
for exploratory surgery or diagnostic 
testing. 

The machine is called TranScan nnd 
is packed into a 55-foot tractor trailer 
This enables the unit to be shared 
among several hospitals, thereby ellm- 
inuting unnecessary duplication and 
■ educing costs 

The inescapable conclusion is that 
the practice of medicine in the future 
is going to have to consider cost as a 
major factor in treatment 

And for business, the guiding princi- 
ple for buying health care will have to 
be the same as it is Tor alt procure- 
ment—get your money's worth □ 
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SKIING 



A WONDERFUL MADNESS 

By John CosteFlo 



ft J think the greatest thing in the 
I world u> to get out there when the 
powder is pood and go through the 
woods down the mountain. 

"H'b like walking on a cloud." 

That's what the businessman says. 
James L. Duffy is vice president of 
marketing for Cardwell Westing house 
Co. of Chicago, 111 

i lis company sells equipment to rail- 
roads. Like his company, Jim Duffy is 
sober Hided and priictical. Except when 
be talks about skiing and Snowbird, n 
Utah ski rcsurt in Little Cottonwood 
Canyon. 

Thf DufTys bought a condominium 
at the Salt Lake City resort about 
when it opened in 1971. For yearn, he 
and his wile, Marian, hla daughter, 
Nora, and his son, Danny, went there 
every winter. 

Now i he children are grown. The 
family exi-un-i'-in.* ,m- k-wer. But the 
unfading memory of a mountain mile* 
Wgh, cruel and beautiful, snow-cov- 
ered nnd challenging. Is like a siren's 
song. 

Unforgettable and alluring. 

Jim and Marian still fly out (here 
two or three times n season Hp looks 
R»rw«rd to the thrill of going off the 
top of an ] l.HOO-foot peak for a spine- 
tingling, hair-r a.-idi; adventure 
through knee-deep snow hk«- confec- 
tioner's sugar to the base lodgn 3.000 
leet below. 

Beside* the Duffy*, who else is in to 
akiing? 

During the Christmas holidays at 
Stowe. Vt, or Aspen. Colo., the answer 
*ould seem to be everybody. But that'll 
not qi ,ite trua. 
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In a recent survey. Opinion 
Research Corp. found 
13,900.000 addicts, adults 
and teenagers only. Uncounted 
were the children, some of 
whom are put on skis at the age 
of four or younger. 

In addition to that 13.9 mil- 
lion, seven million said they 
used lo ski but didn't last win- 
ter. More than half, however, 
plan to ski again 

Add both groups together and 
you get 21 million skiers, post and 
present That'B one American nut of 
ten. The percentage U higher for teen- 
agers. One of six is an active skier. 

When Fred Gurley was head of the 
Atchison Topekn Santa Fe Railroad, 
the man with bis hand on the throttle 
wee s shutterbug. 

Executives at Santa Fe's headquar- 
ters soon noticed something unusual 
A lot of the upper-echelon bra™ start- 
ed to carry cameras. 

Now John Shedd Reed is chairman 
and chief executive officer of Santa Fc 
Industries, Inc., the railroad's parent 
company. And he, too, has a hobby— 
skiing. 

But few of his senior executives 
seem to have discovered the rewards of 
schusaing duwn a mountain at 40 m ph. 

"That's no mystery." Bays one ob- 
server. "It's easier to tote a Leica than 
lo race down the side of a mountain." 

John Heed began skiing at age 13. 
when he was in Europe with his fam- 
ily 

"In Switzerland." he says, "you took 
a train up the valley Then yog had to 
climb, on skis fitted with su&Ukjn— the 
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fur 
kept you 
from sliding back- 
wards — up to where you 
started downhill " 

Rope tows, chair lifts, and aerial 
trams have made it a whole new and 
better ball game, he feels. 

"I think that's one reason why peo- 
ple ski so much better today," he says. 
They have more time to go downhill, 
since they spend so much leas time 
climbing up." 

John Reed still spends a good deal of 
time skiing — 48 years after he began. 

What ere skiers like? For one thing, 
pretty active. Eighty-four percent of 
them also swim. Opinion Research 
Corp. reports- And 68 percent cycle, 65 
percent play tennis, 69 percent camp. 
49 percent fish, and 47 percent bowl. 

And skiing Isn't just for mules 

Many skiers are women or girln — 
42 7 percent of the adults, 44 percent 
of the teenagers. 

Suzie La Belle, for example. Is a 
downhill skier who, she says, went 
straight. 

"I learned when 1 was eight years 
old, in Milwaukee Maybe It's in the 
S«>ne« Both my parents skied. 

"But my brother. Mike, and 1 did it 
just because it was neat. It was a lot 
classier than belly-flopping down a hill 
on a Hied." 

While she was in high school, her 
family started going to Aspen for win- 
ter »ki vacations 

What did she like about downhill? 

"Oh, excitement Being outside in 
the winter, too, But knowing I could do 
It well on difficult slopes. The thrill of 
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Remote mountain slopes ar* ■ favorite challenge lo expert downhill sWer*. 



knowing my body could handle those 
things." 

What soured her on it? 
'The long lift lines, the crowds, snd 
the expense." Skiers spe:id about $3 
billion a year on lift tickets, food, lodg- 
ing, ami LrMiinportution 

Now Ms La Belle ikis only croas- 
country. over flat or hilly terrain, 
somtM-hiru: like hiking on skis- Daring 
the winter, she never misses a week- 
rod 



"I find eminently more satisfaction 
in challenging a steep wooded slope on 
skinny skis (cross-country skisl," says 
Ms. Ua Belle, a supervisor at Common- 
wealth Land Title Insurance Co in 
Washington, D. C 

"As a businesswoman, ] fihd ih:st it 
helps me face each week renewed." 

Like Ms. La Belle, a Marquette Uni- 
versity graduate, most skiers are 
young and have spent tit lp&si >.i inn- 
lime on a campus. 



Three out of Tour huve had some vol 
lege, the National Ski Areas Assoc i 
at ion says, and 45 percent have college 
and graduate degrees. 

Four out of ten are under 26 years of 
age. Nearly hiilf on.' aged 25 to 45. 

Tm M-f'io i! self is young. It was in 
diapers until after World War H 
True, the fir>l rope tow began drag- 
ging skiers through the snow at Wood- 
stock. Vl, in 1934 And Averell W 
Harrimon'e glamorous Sun Volley re- 
sort opened, with chair lifts, in 1936 

But after World War II, Army sur- 
plus ski equipment was dirt cheap— 
and plentiful Soon the equipment was 
being improved— plastic boots, metal 
skis, better step-in bindings. 

Then ui IWifi, iht- fashion world (-re- 
nted stretch ski panto The spurt, i 
npres ski. were never the same again. 

In the 1960s, resort building 
boomed. 

"The eru of the mega-resort began," 
says "America's Ski Book " "The mon- 
ey it cost to start Vail in 1962— about 
55 million— probably represented the 
value of all the major American ski 
nrt .is al ihe start of World War II " 

Now 40 out of 50 stales have ski 
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areas — cross-country, downhill, or 
both. 

Huwaii isn't among them, however 
Proving, perhaps, that no place is com- 
pletely perfect 

Jay VrmAndel. board chairman of 
the? Amwny Corp.. Ada. Mich., learned 
to ski from fellow churchgoers in Den- 
ver. At that time, he whs an urmnnent 
lieutenant in the Army Air Corps dur- 
ing World War 1L 

"Lowry was an air training base, 
and I often went there for special 
schools. The Army had ski troops sta- 
liiwd lit a Vinse nearby. 

"I met same of them through a 
i hurih I attended— the Christian Re- 
formed Church, We would get together 
imd jiip skiing on weekends " 

This put Lt. VanAnde I in on the 
ground floor of a spirt (hut had not, at 
iht- lime, swept the country. 

"I got out of service in late 1946 or 
t-orly 1948, and right after the war. 
skiing was not that common 

"You had to make some effort to go 
skiing then. I used to ski at Aspen 
when it had only one tow. 

"Then gradually, Michigan begun to 
v r et into the ski bun in pan, and n few 
places openc-d up herv 



"When our children were flrnall, in 
the 1950'n, I found it to be a sport that 
thoy enjoyed very much. It was a fam- 
ily thing. I found it to be far better 
than golfing, where you always lenw 
the kitto behind," 

Jay VanAndel taught bin wife and 
children to ski Now, he says, the kids 
art? better than he is. 'That's the way 
it goes, you know," 

Oncr, johm NXMStCX. won perfectly 
happy with racquet ball, golf, 
and tennis — platform and clay court. 

"I'm a very active guy," he says., 
"and these sports satisfied my need fur 
physical competition." 

But he was haunted by a song. It's a 
moving Harry Chapin melody, "The 
Cat's in the Cradle " The title come* 
from the game that children play with 
airing The song tells the story of a 
man who's too busy for his son when 
the son is a little boy. 

When the boy's a man. he's loo busy 
for his father. 

That got to me," says John Nero 
sick. "So [ decided I'd better do some- 
thing to keep that from becoming my 
life-style— because I was going that 
way 



"The typical family vacation thai 
my wife, Donna, and I took with the 
children west like this. We all wound 
up traveling together in the same Car. 
But wh<>n we got where we were going, 
we split Up. 

"A lake, for example. The kids weal 
in the shallow water. Donna and t 
wunt in the deep 

"Then that little memory bank 
clicked about how much fun skiing 
could be far a family. So we did a little 
one-day ski outing, just on impulse. 

"We shot up to a little downfall 
place in Connecticut called Mohawk 
Ski Area. It's very reasonable and < 
about an hour's drive from where 
live in Pound Ridge. N. Y." 

Then, the oldest child, Karen, was 
11. The youngest, Steven, was four. 
Kalhy, Kevin, and John were in be- 
tween. 

"That judt 1H to a whole bttatiO ol 
fun," says Mr, Nemsick. a corporate 
logistics manager at General Foods 
Corp in White Plains, S* Y. 

"AD of us skiing together, taking Les- 
sons in the same group, falling down 
together. Now, three years later, we 
ski probably 12 weekends every win- 
ter, plus a week w« Epcnd at Eastern 
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Cross-country ex*rels« inr! spart. 



Ski Co-op. an inexpensive resort at 
Mount Sutton, in Canada. That's a trip 
we look forward to all year. 

"Now. wo find that we're doing 
much more than just riding in a car 
together." 

Almost five adult skiers out of seven 
do downhill — Alpine. One out of seven, 
a skiing magazine survey shows, does 
cross-country — Nordic The rest do 
both. 

Downhillorg head for the slopes 
nearly eight times a year. They spend 
an average of 11.1 dayi there. Cross- 
country types ski more often. 

"We have more time," one Nordic 
buff crack* "We spend less time on 
crutches." 

Then, of course, there's free-style — 
ballet, for example, and acrobatics 
Purust* sometimes call this hnt-dog ski- 
ing. 

Caoas-cotjNTiy may be growing 
fastest. M itch Mode thinks so 
"1 was dam near born with skis on," 
he says. "I started when I was four, 
downhill" 

Hill father owns Mel's Trading Post 
in Rhmelander, Wt*., a •porting-goods 
store- Mitch, a University of WiacoMin 
graduate, manages the croea-country 
*hop ir. his father's store. 

"Ten years ago," ha says, "we didn't 
even stock crosscountry skis or equip- 
ment. Sii years ago was the first time 
we put in a half-down pairs of cross- 
country skin. 

"Last year, we sold 1,300 to 1,500 
pairs of skis of all kinds. More than 
half were c roes-country." 
Mitch has made the switch. 
"1 used to live for those two weeks 
when I could go out West and ski in 



Colorado and Utah." he says "Now all 
my skiing is cross-country." 

Is cross-country a sissy sport, as 
some cltjwnhilJfrs claim? 

Downhill can be breathtakingly fast. 

The speed record is 123.04 mph It 
was set last July at Cervinia, Italy. 
Downhill racers have gone faster than 
120 mph at Porttllo, Chile, u favorite 
place for North Americana to ski in 
June, July, and August. 

In contrast, the Gold Cup speed re- 
cord for motorboats on a three- mile lap 
at Seattle, Wash-, is 120.39 miles an 
hour, a record that has stood for 13 
years 

Mitch Mode laugha at the siaty ques- 
tion. 

"Well." he says, "you don't go cross- 
country to get the same excitement 
that you get from downhill. 

"What you get is a feeling of accom- 
plishment by getting where you are 
going using your own body's skill and 
strength. Instead of using gravity to 
slide down a mountain, you have to use 
muscle to get across the snow. 

"I think a vigorous crow-country ski- 
er is as good an athlete as youH find/' 

But downhill's appeal is not just 
speed. It's an aesthetic as well as an 
athletic experience 

"I always liked the way skiers 
looked, coming down a mountain," 



says David August ine of Laurel, Md . a 
self-employed patent researcher. He's 
a speed-boat builder and racer who 
took up skiing when he was close to 30 
" Carving n graceful pattern down a 
slope is like painting or doing calligra- 
phy," be saya 

Golt jokas or tennis yarns tend to 
poke fun at the Sunday duffers or 
the double faulters who are slaves to 
their sport. 

Ski stories are of a different genre. 
After all, to play first-rate golf, stun- 
ning tennis, or world-class chess, you 
needn't risk a shattered pelvis, a 
splintered leg, or a month in traction 
Thus, the classic ski story. 
A downhiller has gone to heaven. "Is 
there uny skiing here," he lixks St. Pi- 
ter. "The best," is the reply. 

The two go to a downhill run that 
makes the skier's palms sweat. Then, 
to his amazement and delight, he sees 
a magnificent skier take it at full 
speed 

The downhiJIer says to St- Peter: 
"There's something wrong. Only d ak. 
er like Jean-Claude Killy, the great 
Olympic «md World Cup champion, 
could ski like that. And he's not dead." 

"No," says St. Peter, "that's not 
Jean-Claude Killy. It's God, but He 
thinks He's Jean -Claude Killy.*' 



Safe and Sane Schussing 



Proper preparation of body, equip- 
ment and mind wilt hetp you enjoy an 
invigorating and sofo skiing season 

Get your body in shape before the 
first outing, AHhough you may have 
participated In other sports during the 
summer, skting will use different mus- 
cles. If you have been knactrve, enroll 
In a physical litnes* class lo lone 
your body. R ocular jogging or running 
butlers up heart and lung efficiency 
Half knee bends and sit-ups are also 
exceKent oxgrcisas 

Skis thai have been stored In a 
garage may need the rust removed 
from the metal edges Edges should 
be sharpened. A touch ol silicon or 
similar spray should be applied lo the 
bindings. Some wax on the top s+do 
of Ihe skis will make them look good 
and pro'.ecl them from moisture 

Gouges on tho bottoms should ba 
futed, and the bottom surface waxed 
properly. Skis must be equipped with 
ski slops or safety strips lo prevent 



Ihe skis from flying away should they 
become, separated from your boots. 

Also be sure thai everything fits 
well, from boots and bindings lo 
sunglasses and hat, 

Perhaps the most nogkjclod part of 
preparation is conditioning the mind. 
Your inner awareness is relatod to 
your outer performance W Timothy 
Gallewey, aulhorol "The Inner Game 
ol Skiing." says that teaming a physi- 
cal skill Is best done wh&n learning 
Includes awareness 

"First we have 10 learn to trust our 
body, lo learn from H. If loft to itsoll 
ihe body knows whai to do," he says 

Obviously, beginning skiers should 
not start at Ihe lop of the hill, and 
oven ihe more advanced should ski 
only where they are in control. 

Whelher novice or expert, a sKior 
should start tho season with lessons 
from a certified instructor. It makes 
lor safe and sane schussing all sea- 
son long. 
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New Jersey ^ business 
climate has been good to 
Okonite for 100 years? 
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in Sew Jersey, Okontte has been 
making engineered wire and cable 
Ptodoctl U i nver 100 years. Frankly, 
w* believe that no other state offers 
us a Letter industrial dim at e 

"Okivnite has three large manuf ac 
1 "Hi i« l>Uinis in Sew {f-rsey, 0ul 
^Wporate headquarters thai are located 
'n a rural area iuKi 30 minutes from 
»l hub «f the New Jersey- New York 
"H'lrupoiiMn .irea 

"Mere *e have access to a major 
market area of the United States. Th.it 
means we distribute our products 
^normally and efficiently. 

"We .ikifilld 1|lit1 r;]w relief 

specially metals, and reprocessing 
La ]idbilities firt- readily available here 
"fHhf l-.i-r Oinst •r»i';itV|!nji..r1:ir.i 
w our business, 

Living here in a pleasure, too. I'm 
" )"««^r,;,nd 1 fiiidih.ii nearby wooded 
«eas are delightful f«ir running or just 



plain relaxing. 

"Okonjte is the largest company m 
the United States whose shares or 
stock are owned by its employees with 
an Employee*' Stuck Ownership 
Trust This means we have nearly 
2,000 free enterprise owners inter- 
ested in producing the highest quality 
electrical 'a irc< ;ind cables d > as»ure 
our continued success. And it all 
started a century ago right here in 
New Jervv" 
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Media wisdom from the mouth of 
Mr. Nautilus to the ears of William Esty. 
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"What, you may ask does a muscular 
A don is- type such as myself know about 
media buying? 

'All I have to know is when it bnngs in 
more llabby thighs, more dropped derneres 
and more muscles that can't cut the mustard, 
it's a good buy. 

"When it does all that lor very little 
money, it's a great buy. 

'Three years ago, when we opened our 
first NFL-equipped exercise center, we didn't 
exactly have money to throw around And the 
competition was rough. 

Today, we've got a chain ot live success- 
ful centers, thanks in some small part to what 
we've learned about media, 

"Oi course, we have our usual media 
buy— radio, newspaper and TV Guide But 
last year, lor a special promotion, we wanted 
to add a little extra muscle to our schedule— 
and didn't want to spend big bucks doing it. 
"We turned to Magazine Networks " 
(MN1, as you probably know, is an inex- 



pensive way to buy national upscale maga- 
zines fan compatible local groups 

With networks you can choose geo- 
graphically, demographically, even psych o- 
graphtcally. In markets as local and diverse 
as Beverly Hills, Brooklyn, Kansas City and 
Kalamazoo.) 

So there we were— full page— in Esquire, 
Playboy and Sports Illustrated 

"And now. we have so much cellulite 
on our hands, we don t know where to put il " 

Cti you want to find out more about 
Magazine Networks and how it can be used 
lor— you should pardon ihe expression - 
heavy- ups, test marketing or special promo- 
tions, call Floyd Sembler at (212) 661-4800 ) 

There's a lesson to be learned 
from a man who buys 
media with his own money. 



eiOTibdnfttawati lnr uUti Thirrt <W , N»» Kai N»» falfc tt)QUk 



Radio Relay.*, 
because you never know when 
you'll be needed. 



meres no predicting when someone rrvi , : i to reach you. 
It may even happen while you're enjoying dessert wtti a Radio 
Relay pocket pager, you're always m roucn wnen important 
messages come in, you can oe reached instantly -anywhere in 
the greater New York/New Jersey metropolitan area so, instead 
of getting Indigestion worrying about cans you're missing, you're 
free to linger over that second cup of coffee-and close a deal 
you've been working on for months. 

For a demonstration.call <212» 345-1344 or 1516) 822-4400 
In New Jersey call toll free (BOO) 645-4908 
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Hyatt . But wait 'til you see 
our Ice Cream Machine 




another 
Touch 
of Hyatt 




Do-it-yourself ke Cream and 
Yogurt Fountains In most of out 
restaurants so you can create 
your own masterpiece. 

HYATT© 
HOTELS 



800-228 9000 Gets you Hyatt, Worldwide. Toll Free, 

or call your travel agent. Ask tor Hyatt Hotels Worldwide Directory 
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The tiouhlc with n>oM inexpensive i i>jij< t 
lfi th.il lum out 1 1 leap- looking copies. Which 
does little to help your business image. 

Th*Tc*li.twBD60l u on exception 

It 's an economical desktop copier that consis- 
tently delivers sharp, clean, dry come* on letterheads, 
colored slock — on almost any kind of paper in your office. 

Unlike other copiers in its price range, the 
Joshiba BD-GOI use* nome*sy wet toner. No special finish 
"upljcatmg paper. 

So send in lite coupon and find oul mote about the 
jfnwMJe "ln*hiU> BL> M>l ll> irnaflecoulddo a lot 
M yours 
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PEOPLE IN BUSINESS 



"My Name Is 
Lebenthal; 
I Sell Bonds" 

Sayre Fischer Lebenthal started selling 
municipal bonds a few years after she 
graduated from Syracuse University Law 
School — m 1920. 

Today I ho whole family sells bonds, 
and Lebenthal & Co., inc., still has two 
S500 bonds issued in 1870 for planking 
!o cover Central Avenue in what is now 
the Broroc. The bonds, kept in the Le- 
benthal vault, have paid 7 percent per 
year, year in and year out. they mature 
in March. 2' 35 

Mrs. Lebenthal and her late husband, 
Louis S„ founded the firm 53 years ago 
when bonds were the playthings of mil- 
lionaires. The Lebenthals, too cash-shy 
for dgger ventures, went after odd-lot 
bonds ol small denominations 

"It was one or two bonds to a custom- 
er.'' says the dowager doyenne of New 
YonVfl bond market "We had to cater to 
the individual We still do" 

The Lebenthals were selling bonds 
a hundred hours a day. My children, 
James and Eleanor, weren't brought 
up on mother's milk; they were raised 
on municipal bonds." 

The total immersion in financial mat- 
ters didn't lake initially Both Jamas and 
Eleanor Lobenthaf pursued oiher ca- 
reers James produced "Flash, the Od- 
yssey of an Otter" for Walt Disney, 
among other things, worked as a Holly- 
wood reporter lor the original "Life" 
magazine, and wrote advertising copy at 
Ogilvy 8 Mather. Inc., for IBM, Robert 
Burns cigars, and Stnpe toothpaste. 

"It occurred to me one day," says 
James Lebenthal, "why not do thrs In the 
family business and benefit directly from 
the results?" He did, and he has. 

Eleanor was <n the publishing field — 
she also worked for 'Life" magazine — 
and in the producing and of ihe theater. 
Har husband, H Gerard Bissinger. II. 
was in advertising for 20 years. 

"It 19 very frustrating being successful 
lor someone else." they say 'You might 
as well bo successful doing your own 
thing, or at least trying to do your own 
thing " Today, they, too, are selling 
bonds. 

Selling bonds « not quite like pitching 
used cars. "The key is getting informa- 
tion across to the public," says Mr Le- 
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Lebenthal J. Co.. inc. . . . Jerry. Jim, Mother Leber 



benthal "We have used advertising 
extensively to educate the public aboul 
the rr-yih of municipal default, she mys- 
tique of Moody's ratings, and other 
hangups people have about municipal 
bands," 

Mrs Lebenthal, whose second hus- 
band, I Arnold Ross, is general counsel 
to the company, believes that, with few 
exceptions, only institutions need Triple 
A bonds. "I think I know the municipal 
bond market if only because I have been 
in It for so long," she says "Ratings are 
for those people who don't have enough 
confidence in us. The higher the rating, 
the less the return," 

Acids Mr Ltthtfnthsl ' in- genera) ob- 
ligation, full faith and credit municipal 
bond, whether issued by Dogpatch or 
New York Qty is the safest investment 
in America, second only to government 
bonds." 

The big growth in the municipal bond 
market came m the early 1970's, and 
Lebonthgl's growth has been sieady 
Since then Mr Bissmger relates thai 
growth directly to she company's adver- 
tising campaigns thai aimed at educat- 
ing the public "I suspect most ol our 
customers are really not stock-orient- 
ed," says Mr. Bissinger "They are what 
I call squirrels They wani sale invest- 
ments " 



In the hothouse of bond selling, do the 
Lebenthals find themselves competing 
again si each othor? "When Mother has 
sold a large block of bonds." says Mr 
Lobontnal. "instead of just taking the 
ticket up to the trading desk, she will 
waik past my of lice and wave it at me 
Pass il nght under my nose " 

Says Mother Lebonlhal, who aims a' 
selling more than a million dollars worth 
ol bonds every monih My lone is sell- 
ing. I love it." 



A Stubborn 
Stargazer 
Survives Well 

Frank G Dobbs spends his spare time 
staring into space — through a telescope 
at hia homomade observatory in OW 
Saybfook, Conn The other 95. percent 
ol Mr Dobbs's time is spent m an an- 
tique New York City buikting I hat is the 
home ol FranSlef Manufacturing Co 
which he and his brother. Stephen, 
founded in 1538 

Begun in response to Hitler's seizure 
of their father's factory in Auslria. Fran- 
Slcl today is probably the last survivor of 
the importing wars that demolished *° 

NATION'S HL'SIMKHS • NllVKVllllCH |1»rf 



The Pocono 
Hershey Resort 
can make your 

meeting an 
overnight 




That s a bold statement for a resort 
^ make. But we re more than a 
r *sort. 

We not only provide the ideal 
^tting for successful meetings, we assist 

'n planning every detail. Then we 
^ke sure that everything goes as 
^nned. Everything. 

So, when you bring your group to 
Pocono Hershey Resort you gel 
•5°I§ than a beautiful mountain resort 
^ than an 1 8-noie PGA gorf course. 



More than tennis, badminton, indoor and 
outdoor swimming, saunas, horseback 
riding, skijng (on three nearby slopes j. 
snowmobiling, excellent dining, and 
nightly entertainment. 

At the Pocono Hershey Resort we 
provide the people who provide the 
know-how to turn your out-of-town meet- 
ing into an overnight success. What 
more could you ask for? 

Why not talk to one of those peopk- 
right now? 



POGONO 
HERSHEY 
RESORT 

White Haven. Pa. 18661 

Mountain Ho»prtj<i(y h 
Ihe Hershey Tradition 



Call Skip Frey toll-free at 1-800-233-8322 (from Penna., dial 1-800-432-8640) 

Where fcjclt 35 at tn* P* TUrnplkt rtE- ErL meeti Ejdl 42 I 60 L*u thw 2 hft. from K V or Phi la. 
Free fcnouikne «tfvk« to and from Scran ton/ WSk« Ban* Intl. Alport. 




Frank Dobt>» «*k» retention in M» 
homemad* observatory whenever h* can 

many other manufacturers ot low-priced 
personal accessories 

"We slaved very small in America," 
says Mr Dobbs, "by importing the ciga- 
rette lighlers my falher made After his 
factory was taken, we started making 
leather tobacco pouches When the war 
ended, we branched out inlo wallets, 
change purses, and cases tor keys, eye- 
glasses and cigarettes " 

That market wes passionately com- 
petitive, particularly in the fower-pncod 
range of small leather and man-made 
goods Bui FranSlef and dozens of other 
small manufacturers flourished. Howev- 
er, in the 1 970's, low labor costs abroad, 
especially in Korea. Taiwan, and Hong 
Kong, began to erase American profit 
margins 

"Many of the companies just gave 
up," says Mr. Dobbs In the mellow 
tones of hit native Vienna. "Not me, I 
am stubborn, and a mechanical engi- 
neer by training. I used the method of 
Henry Ford, mass production." 

Trie scale was smaller, but the assem- 
bly-line methodology worked weft Fran- 
Stef can turn out about 20.000 pieces of 
merchandise a day. And the machinery, 
much ot it drafted by Mr Dobbs. can be 
quickly relooied lo adapi to Style and 
color changes dictated by fashion. 

"The whole system is computerized 
and convevorized. ' says Mr Dobbs 

The multimillion-dollar company is 
growing al about 30 percenl annually, 
says Mr Dobbs. but "we are not a gi- 
ant— we have only 1 20 people working 
for us.' 

Why d'd FtanSlef remain m I He some- 
what blighted Broadway area of lower 
Manhattan when half a dozen slates and 
even the city ifsei' were wooing the com- 
pany to relocate 7 

"Weil." says Mr Dobbs. "some of VW 
offers were tempting And New York City 



|a*as are higher, bui not that much high- 
er. I don't regret staying. My workers arc 
here, and with the subway we can all get 
to work in a snowstorm. The restaurants 
are good, and business is fust a lot easi- 
er We leased another two floors and 
expanded into the building nux! door " 

Meanwhile, whenever FranStel can 
spare him, Frank Dobbs dimbs a narrow 
circular staircase to a 10-by-1 0-foot 
room with walled->n windows and stares 
mto space "I see the moon. Saturn, Ju- 
piter and Mars. It is fabulous " 



Blade Firm 
Casts a 
Mew Shadow 

John fl Saker was not about lo lei ten 
years ol his corporate life be drowned in 
a Ibguidalion ol the American Safety Ra- 
zor Co The 103-year-old firm, whose 
Gem blades erased many a live o'clock 
shadow, was owned by Philip Moms. 
Inc.. and Mr. Baker was president of the 
division. 

Today he is still presidenl. bul he and 
e>ght cohorts own American Salety Ra- 
Jar Co., along with Ihe Bank ol Virginia 
which lent them £9 million. 

We had to raise 5600,000 cash lo 
buy the company," says Mr Baker, who 
is senior statesman of the group, "but 
only by a few years. That is an awful lot 
of money for people who would never be 
considered nch. Wo put up all the money 
we had and all we could borrow Thore 
were a lot ol second mortgages There 
was even a rumor that some guys sold 
their children " 

Why did Philip Morrts wanl to sell a 
venerable blade company that had a re- 
spectable 12 percenl ol (he market? 
"PhjNp Morris has very successful beer 
and cigarette brands, and lately, a soft 
drmk." says Mr Baker "It was like Ihree 
giants and a pigmy Being a 5^0 million 
company in a $4 billion corporation is 
just too small There are really onry lour 
companies in Ihe blade business and 
Gillette is more than double Ihe size of 
the others put together." 

Also. Ihe Federal Trade Commission 



John Baker arvd hit team. They pul up all they had and all trvey could borrow. 



rejected Ihe firm's application to serf 
American Safety Razor 10 the Bit Pen 
Corp because il would reduce name 
brand competition "Wo bogged iho FTC 
to Jet the sale go through," says Mr 
Baker. "Our employees al the piani in 
Staunton, Va . and olhers caravanned to 
Washington lo try to reverse the FTC 
decision We enlisted Iho aid of senators 
and representatives." 

Ironically, In the company's darkest 
hour, another branch o> government 
dispersed the specie r of liquidation 
The Economic Development Adminis- 
tration can dispense aid to depressed 
areas under Title IX. and Staunton— 
population, 22,000 — would certainly 
have qualified If all 870 people em- 
ployed by the company had been out 
of work. 

At the time ol the FTC decision, in 
early February. 1977, those B70 people 

had 680 home mortgages totalling SH 
million, 46fl cars on which payments 
were owing, and 102 children in college 
The EDA kicked in S6 million, and the 
State of Virginia Industrial Development 
Authority came up wilh S250,000 more 
to meet the purchase price of $16.7 mil- 
lion sel by Phrlip Moms, which was Just 
about its equity in the company. 

If Philip Morris, one ol the lop market- 
ing companies in the counlry. couldn't 
make a success of Amencan Safety Ra- 
zor, what made Mr. Baker and company 
think Ihey could'' "We had many a 
sleepless ntght thinking aboul thai," he 
says, 

"But, we had lots of ideas for the com- 
pany that were showed whan all Ihe un 
cerlainty hit us. Now, we are ready to 
expand our natural markets We are flex- 
ible enough lo specialize to take care ol 
all those Wade needs thai the big com- 
panies won't bother with " 

In the year since (hoy bought the com- 
pany — 'Septombgr 30, 1977 is forever 
etched m my memory"— Mr. Baker and 
his learn have restored Ihe company's 
cash flow, have rehired many of Ihe 275 
employees laid oft, have built an adver- 
tising campaign for Flicker, (no woman';; 
disposable ra?o» and havo made new 
inroads in the industrial blade market 

"In that field." says Mr Baker. "w<7 
are ihe giants." 




Openness in Government: 
Sunshine or Sunburn? 



Hy Charles S, Bullock 
and F. W. Steckmwt 



When does visibility cloak secret prior decisions? 
When does full disclosure become invasion of 
privacy? This article explores the parameters 
of running a democratic government 
under broad public scrutiny 



OP'kivnesh in government is an es- 
sential ingredient of democracy. 
Without public scrutiny and participa- 
uon, there would be no democracy. 

Fortunately, the American system of 
government is one ol 1h<> most ■ ■ (.« • r i in 
the world. Even so, there art- mounting 
pressures for still more openness 

In recent years, Congress has en- 
acted a variety of laws in re*ponne to 
Huch pressures. Additional reforms are 
being considered, and President Carter 
t» pledged to an open government with 
full-scale public participation. 

This hns raised nn issue of critical 
importance to business. The issue cen- 
ters or qui'Htioni- nf how much secrecy, 
confidentiality, or openness is needed 
in each governmental ppofaw, and at 
whnt stage and for how long. The an- 
swers— rinw involving in the public poli- 
cy process—will continue to affect how 
business and other interest groups 
deal with government and relate to 
"iii'll nlhf'l 

Series of ""»"** 

One reason, of course, for the emer- 
Bonce of openness proposal* in the 
lW7n's was the series of scandal* in- 
volving major public official* Not only 
*ere ■ President and a Vice President 
forced to resign, but also ten member* 
of Congress and two governor* pleaded 
guilty or were convicted of illegal ac- 
tions 

nation s rusinrss ■ novemhkh 



Proponents of more openness believe 
there would have been fewer misdeeds 
in government if tht'i-e had been ade- 
quate provisions for public disclosure 

Also, leaders of environmental, con- 
su trior, and other special -interest 
enmp* believe that if governmental 
deliberations are conducted more 
openly, their views will be more influ- 
ential- 

Finally, many proponents believe 
thru increased openness is a require- 
ment for the restoration of public trust 
not only in government but also in 
biiHineso and in other interest group* 
involved in government relations 

Benefits and pitfalls 

People who advocate more openness 
in government say: 

1. Openness has the efftfi of setting 
and maintaining high standards of 
conduct for govern merit ofiiciais and 
iho** who deal with (hr-m It inhibits 
questionable conduct and allays suspi- 
cion 

2. Oponnras hflus make elected oflfi- 
rials more accountable to their con- 
stituent* and nojteleeted official* more 
responsive as public servants. 

3. Public visibility encourages con- 
H'lentious performance by official* 

4. Provision for openness rend* to 
balance the participation or all inter- 
ests in their efforts to influence dori- 
Mutl making 

isrs 



5. Openness aids the media in moni- 
toring performance of officials and 
penetrating cover-up*. 

Those who are concerned about ex- 
cessive openness say: 

1. Openness rules can produce 
worse consequences than the problems 
they are supposed to eliminate: they 
may create more clandestine discus- 
sions and agreements prior to staged 
ljublic iiiwtm^. 

2. Government officials cannot open 
ate efficiently without s certain 
amount of confidentiality in discus 
sions and decision-making 

3. Stringent regulations discourage 
qualified people from participating in 
government service. 

4. Many openness provision*, re- 
quire more regulation, usually with 
higher coats to taxpayer* and consum- 
ers, and, in some cases, on extraordi- 
nary volume of record-keeping, 

5. Premature disclosure mnv pre- 
lude neceswiry decum,™ (r.im being 

made 

Need for confidentiality 

Despite pressures for increased 
openness, there is genera! recognition 
of the mod for confidentiality in some 
aspects of government— in national de- 
fense activities, for example, or law en 
l irrrrm nt i n vcsligalions, or regulation 
t hut involves company trade secrets 

Because openness Is ■ wholesome 
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concept, there is suspicion of those who 
oppose its extension. Incisive criticism 
of excessive openness in government 
has come from only a few individuals 
such as Edward EI. Levi, former U, 5, 
Attorney General, and Irving Kristol, 
professor at iN'ew York University and 
senior fellow of the American Enter- 
prise Institute 

The full consequences of the open- 
nw* reforms so far put into effect are 
yel to be determined. It La one of the 
ironies of history that reformers bo of- 
ten misjudge the consequences of their 
reforms. There is no doubt, however, 
that the rapid increase in openness is 
having and will have significant ef- 
fect* on the conduct of government. 

Evaluating and criticizing 

For one thing, the openness reforms 
are helping special-interest groups to 
evaluate and criticize government ac- 
tivities. This is not surprising, since 
advocacy of more openness came pri- 
marily frr.im these groups. In contrast, 
some of the reforms have been directed 
at reducing the influence or the busi- 
ness community, which has largely 
been unawore of or noncommittal on 
the proliferation of openness provi- 
sions, 

The openness trend will continue to 
increase the relative influence of st»c 
cial-interest groups unless other 
groups improve their governmental re- 
lations, skills, and *>Hort> 

Business has responded with effort* 
to improve grass-roots involvement 
and personal participation by more 
corporate chief executives in the pub- 
lic policy process There activities are 
credited with some of the successes 
business has had with Congress. In 
contrast, however, some openness re- 
forms are directly aimed &1 reducing 
the influence of money in politics by 
regulating election campaign contribu- 
tions and expenditures 

Effect on votes In Congress 

A potential consequence of greater 
openness is a change in the nature of 
accountability of congressmen fee their 
constituents. Because their individual 
performance and voting records are in* 
cress ingly subject to public review, 
there are likely to be many more cases 
where congressmen act simply as dele- 
gates and vote in accord with their 
constituents' wishes, even if they be- 
lieve the consequences is be unwise 
This would represent n change from 
the practice of many congressmen who 
act as trustees by voting in accord with 

thi-ir informed |unVri:ciiTr. 

S a r l 



tn the past, the risks of electoral ret- 
ribution for trusteeship voting were 
minimized because many decisions 
were made out of public view. Howev- 
er, open committee deliberations, in- 
creased numbers of roll calls, and 
widespread diw l.ivirv by the media, 
and interest groups have created a 
new situation. 

Bar to government service 

As excessive or impractical openness 
regulations are adopted, a growing 
number of able people become unwill- 
ing to enter government service. Some 
candidates for etppointive office are de- 
terred by knowing that they may have 
to divest many of iheir financial hold- 
ings and will be questioned about such 
matters as financial status, tax re- 
ports, health, friends, family, and per- 
sonal beliefs. 

A neutral observer, Herbert E, Alex- 
ander, director of the Citizens' Re- 
search Foundation. Cautions against 
requiring excessive disclosure by pub- 
lic officials. 

"A society that strips all personal 
privacy from individuals who are or 
who want to be public oilicuils must 
pause to wonder just what standards 
those public officials would tend to use 
when assuring a citizen 'a right to pri- 
vacy," he says. 

Rep. Otis Pike iD.-N. Y) recently 
cited among his reasons for not seek- 
ing 11 tenth term the anomaly thul 
after fighting and voting to protect the 
privacy of individuals, he woe now ex- 
pected to give up his own. 

The need for balance 

tn a 1975 speech, then-Attorney 
General Levi said the American public 
is misled if it does not understand that 
important values which must be bal- 
anced are involved in the openness is- 
sue Among these values, he said, are 
confidentiality, the right of the people 
to know, and the right ol* the govern- 
ment to obtain important information. 

Yet, a national poll nported early 
this year that, while 76 percent of the 
public "want Congress to make govern- 
ment more open to what really is going 
on," there is little evidence of public 
Interest in the practical problems, the 
costs, or the consequences that some 
openne-s-. reform* mu> create 

Public support for more regulation 
without understanding the conse- 
quences is an inconsistency well 
known la pollsters and politically as- 
tute officials. In this esse, there it evi- 
dence that Congress and the 

ministration may be coming to rec- 
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ognize thai the new apenntss provi- 
sions should bo tested rather than 
expanded. 

Reality and rhetoric 

President Carter is finding thut run; 
paign rhetoric on open govern men l 
and the reality of governing in the 
open are not the same. In the first 
month of his administration, Mr. Car- 
ter disclosed that his cabinet officers 
almoet unanimously opposed his idea 
of permitting media representatives to 
attend and report on cabinet meetings. 

And many congressmen are recog- 
nizing: the practical Limits to conduct- 
ing their deliberations In public A 
recent example was the retreat behind 
i_)r«e*| dour* of the IKiuw-iVn.iif con- 
ference committee on President Car- 
ter's energy program. 

At the administrative level, many 
federal department and agency offi- 
cers are openly concerned thai the 
1976 Government in the Sunshine Act 
MP Created problems and costs that 
far exceed public benefits Meanwhile, 
advocates continue to press for more 
upcntiess m such urea* as Increased, 
disclosure of lobbying activities, of con- 
gressional campaign contributions, 
and of personal finances of federal offi- 
cial! 

David S. Broder, Pulitzer prize-win- 
ning national political reporter, adds a 
word of caution in pointing oui thai 
those who want government to operate 
in the sunshine often really have on 
agenda to reconstruct the system or 
alter the direction of government. 

History's wastebaeket 

As for the impact of openness on 
~'n*». even advocates of openness 
--j 0 there can be drawbacks. 
John W. Gardner, in addressing a 
national forum on emerging issues, ar- 
gued that the private sector enn end up 
<n history's wnstebaskst if people be- 
come passive and cynical concerning 

till' .'wH'tlt|nl ingrooVnN n\ d«'rii<K-rm.-y 

Among these ingredients, he said, Is 
openness- But Mr. Gardner, retired 
founder or Common Cause, the dtl* 
sens' lobbying group, acknowledged 
that there can be excessive openness 
He advocated thnt if business is in- 
jured by some unintended MiT^uence 
°f openness, it should take straightfor- 
ward steps to Correct inequities and 
lot worry about appearing to be self- 
serving 

The extent to which the openness 
informs are currently contributing to 
Public trust in government is difficult 
*o measure. Overall, public criticism of 
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government officials appears unahat- 
■ il ' '[union polls indicate considerably 
le*a public confidence in Congres-. than 
there was ten years ago, and a usable 
majority of the public currently rates 
the performance of Congress as only 
fair to poor. 

The effects of openness depend not 
simply on how much is visible but on 
what is seen and how it is interpreted 
Openness reforms Can help restore 
public trust only if people see and ap- 
prove the performance of their politi- 
cal leaders and government officials. 

To help Nation's Business readers 
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understand the complex issues in- 
volved, here is a summary of proposed 
or enacted reforms whose primary or 
secondary purpose in to open up gov- 
ernmental prucesees- 

L Freedom of 
Information Act 

r.i-r.,-4 m lWiii .md .< mend id m 
1976. the Freedom of Information Act 
was designed primarily to give indlvid 
Utiln access to information about them- 
selves contained in government file* 
The practical result has been to make 
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VH-.1 liiiwuni." 'if informal irjn wlJerl*«d 
by the executive branch available to 
the general public. 

The act specifies nine conditions un- 
der which agencies csn deny access t© 
materia] 8. If an agency denies a pt> 
quest for information, an appeals pro- 
cedure is available, including final 
determination in the federal courts 

In recent yearn, ten> of thousands of 
requests have resulted in a massive 
revelation of information in federal 
Tiles. Media and cithsen-i merest 
groups, which were the strongest advo- 
cates of the 1976 amendments, have 
been unexpectedly slow to use the law, 
whereas business firms are using it 
much more than was anticipated. 

Corporations use the act to get a line 
on competitors' plana, to find sales 
leads, to help monitor the actions of 
regulatory agencies, and to bolster 
their side in both governmental and 
private litigation Some companies 
have succeeded in learning what pros- 
ecutions federal agencies were plan- 
ning and in obtaining information not 
obtainable by pretrial discovery proee- 

duivs 

In some respect*, however, the art Is 
proving to be a two-edged sword for 



hiiMmwii. In certain insimu:'^ uiuj-tf 
have narrowly defined the protection 
of trade secrets when corporations 
have sued to stop en agency from re- 
leasing information 

II. Privacy Act 

Another provision for opening feder- 
al files is mandated in the Privacy Act 
of 1974. The act requires most federal 
agencies to identify their record sys- 
tems an individuals and establishes 
the following rights for the individual: 

1. Notification — to he told about the 
existence of identifiable personal files 
and how they are used. 

2. Access^— to inspect files on one- 
self, except details of criminal investi- 
gations. 

3. Correction and amendment- -to 
challenge the accuracy, pertinence, 
and completeness of such personal 
files, to request correction or removal 
of information, and to submit supple- 
mental or rebuttal material. 

4. Control — to prevent identifmblr 
information from being improperly 
disclosed or used for other than autho- 
rized purposes without thp individual's 
consent 



This act created the Privacy Protec- 
tion Study Commission to investigate 
whether the principles and require- 
ments of the act should be applied to 
State and local governments and the 
private sector. Legislation relating to 
the private sector along tines proposed 
in the commission's study is being con- 
sidered on Capitol Hill, 

III. Open Meetings 

Deliberations of federal advisory 
committees. Congress, and regulatory 
agencies have boon made subject tu 
opennest- requirement,'. 

The Federal Advisory Committee 
Act of 1972 was intended to open to the 
public the deliberations and materials 
of hundreds of committees which ad- 
vise federal departments and agencies- 
The premise was that requiring public 
meetings would offset domination of 
many important federal advisory com- 
mittees by business, agricultural, pro- 
fessional, and mmlkir interests 

The Senate in 1976 followed the 
197.'! Lend cif the House rind udopled 
rules providing that committee meet- 
ings, including markup sessions, would 
be open unless s committee publicly 
voted to go into executive session. 

House-Senate conference commit 
tees, long the most secret stage of the 
congressional decision making procesis, 
now hold open meetings unless either 
delegation requests executive session, 

The 1976 Government in the Sun- 
shine Act requires open meetings of 
most federal regulatory agencies sod 
their subdivisions. Cabinet depart- 
ments ore excluded, but 46 agencies 
and commissions are affected — all 
those which have more than two mem- 
bers appointed by the President and 
confirmed by the Senate, Meetings 
must be publicly announced a week In 
advance, with the dule, place, sad top- 
u' of the *essioii specified 

The sunshine law also says contacts 
between regulatory commissioners and 
those they regulate may take place 
only in official proceedings. The idea is 
to equalize the input opportunities of 
all parties. 

Same observers state that the sun- 
shine law so far has scarcely made a 
dent in how the federal bureaucracy 
operates. They point to the continu- 
ation of meetings behind dosed doors. 
Uw lack of public interest in attending 
open meeting, unci Ihe glut of paper 
work which has resulted. 

Supporters, however, state that ini- 
tial problems of interpreting exemp- 
tions in the law will be resolved and 
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ihiu sunlight will make officials more 
responsive to the public 

Meanwhile, the White House has an- 
nounced thul President Carter will 
provide for more parties to participate 
in regulatory rule-making. This may 
appeal to companies which have be- 
come outsiders m trying to get their 
ideas across to newer frtU/ral hndie* 
lj , li til' 1 KiiVirtitimentnl Protection 
Agency und the Occupational Safety 
and Health Administration, which reg- 
ulate on an industry-wide basils 

IV. Campaign Financing 

is the required public disclosure of 
election campaign contributions and 
expenditure* Tin- requirements are 
intended to curb special-interest group 
Hiving i»nd to encourage individual po- 
litical activity. 

Puwt-Wtiteruute revi'lntion* that the 
Committee to Re-elect the President 
raised millions oF dollar*. induciiriK il- 
legal contributions from some major 
corporations, led to mure stringent reg- 
ulation*. The Federal flection Cam- 
paign Act of 1971 was amended in 
1974 and again in J976 to lighten re- 
porting obligations und set dollar lim- 
it* on polh icul contrihutinnj. 

Among the requirements: Candi- 
dates must funnel nil riimpnign finan- 
cial transactions through a single 
committee, must report cash and in- 
kind contributions in the name of the 
donors, and treat loans as contribu- 
tions for reporting purposes- 
Sen Edward M Kennedy (D.-Mml 
und Rep. Morris K. Udail (D-ArixJ 
want to extend the public subsidy sys- 
tem for presidential candidates to con- 
gregyinnul elections They advocate 
this as further restricting special m 
teresi nixing while enhancing citizen 
participation in campaigns 

V. Conflict of Interest 

The growing body of regulation in- 
tended to preclude potential conflict of 
i merest is still another aspect of the 
"penness issue Beynnd the general un- 
dcrstntidtriR that public officials 
■Mttld nut purticipale in decisions in 
w hich they have a direct, financial in- 
'■'"Kvim-nt. Mundurds; lor evaluating 
conflict of Interest are neither consis- 
tent nar clear 

Because of widespread allegations of 
conflict of interest in Congress, both 
Hmi-. md S-iiuTf ln;htt-ni-d their 
standards of conduct in 1977. Full I 
"uncial ditcltwur t> b> in- niU - ■,■..< ■ >- 
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quired. Also, slush funds were 
prohibited- Congressmen formerly 
could use private donations to pay 
some ot i In n nffice and travel ex- 
panses, as long us they paid taxes on 
any money diverted for personal use. 
In prohibiting this, each house af Con- 
gress increased members 1 office allow- 
ance* 

And u.- <>r ne&i -Inn I. the amouni 
that members can earn from outside 
sources will be limited to 15 percent of 
their salaries Remuneration for 
n peaking engagements and published 
articles is included in the 15 percent 



limit, und representatives will be al- 
lowed to accept no more th.m " ' 
nneech or article and senators no more 
than S1,(MXJ. 

In the executive branch, a potential 
for conflict of intent! exists as a result 
of hundreds of people moving between 
influential positions in the federal gov- 
ern me nl and corporation* each year 
While such movement is needed tD at- 
tract qualified people and to prevent 
stagnation in government agencies, 
siimi' illegal and unethical a<:1 ivitii-s in 
regulation and contracting have led to 
proposals for curtailing the revolving 
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door between government and private 
employment 

President Carter has imposed tough 
con flkt-of-i nle rest rule* which require 
nearly 2,000 appointees to make peri- 
odic disclosure of income sources and 
to divest themselves of all holdings 
that might create conflicts of interest. 
Also, he has asked Congress to extend 
financial disclosure requirements to 
about 13.000 top-ranking federal em- 
ployee*. 

Bol h thr Hrju^e and the Senate have 
passed legislation which would extend 
Full -disclosure requirements to candi- 
dates for Congress. President, and Vice 
President as weJl as to judges and 
thousands of military officers and civil 
servants 

VI, Lobbying Control 

Proposal* for regulating lobbyists 
date back to 1936 when then-Sen- 
Hugo Black ( D- Ala. I called on Con- 
gress "to shine the pitiless light of pub- 
licity on lobbying efforts." It was not 
until 1946, however, that Congress en- 
acted legislation requiring the regis- 
tration of lobbyists. 

In 1976. both chamber? pes*^ bills 



r. . 1( . period margins to toughen the 
yearotd lobbying law, but the 
sures differed, and the differences 
were not reconciled by n Senate-House 
committee. Some of the controversial 
provisions of bills which died writfa thfl 
95th Congress are requirements for or- 
ganizations to disclose their lobbying 
expenditures and legislative or execu- 
tive action targeted. 

A provision which would require the 
reporting of grass-roots lobbying ef- 
forts might be a threat to free speech 
and the right of citizens to petition 
government 

Another stumbling block is n pro- 
posed requirement that the identity of 
major contributors to lobbying organi- 
zations be disclosed. The American 
Civil Liberties Union and other groups 
believe this could have u chilling effect 
on First Amendment freedoms. 



VII. Employee 
Whistle-Blowing 

While there is general agree mem 
that classified government informa- 
tion should not be disclosed by govern- 
ment employ** 1 *, thi-w in :tn incmiwinc; 
body of opinion that they should bo 
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sble to disngree publicly with the poli- 
cies or actions of their employer. 

At present, there is little basis in law 
for protection uf emutuyM^ \vln> report 
unlawful act3 or refuse os«iyiimimts 
which they consider morally repug- 
nunt However, employees, legislators, 
unions, nnd judges art- questioning the 
seeming management prerogative to 
punish employee whistle-blowers 

Recent Civil Service reforms honor 
President Carter's campaign pledge to 
establish a procedure for protecting 
federal employees from retaliation for 
going public with information that 
may be legally divulged 

VIII. Subsidies for 
Citizen Action 
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Politically weak groups espousing 
unpopular causes have been given pre- 
cedence in the subsidisation of citiaen 
participation in court proceedings. For 
example, successful challenges to ra- 
cial discrimination first occurred in 
the courts. 

Because access to the courts is often 
contingent on financial resources, 
muny luwg now provide for federal re- 
imbursement of li ligation tmpenttesi to 
plaintiffs. An additional rationale for 
such reimbursement is that private at- 
torneys, in enforcing the rights of their 
clients, sometimes, in effect, take the 
place of the Justice Department, 

The principle of subsidizing access tu 
the courts is being extended to provide 
access to government agencies Earl.\ 
in 1976. the Federal Trade Commis- 
sion began a citizen compensation pro- 
gram with a budget funded b.v 
Congress for subsidising qualified Citi- 
jten groups to present testimony and 
crass-examine induntry officials and 
FTC staff members. 

Subsequently, other agencies started 
citizen reimbursement programs, and 
the General Accounting Office ruled 
that agencies could pay the expenses of 
groups or individuals who could con- 
tribute HubHt-iinS i.illv t<> proceedings 
but lack financial resources. 

This caused some advocates of eubsi- 
di/jjlujo tt> (.uncludu ch.it no solv«al 
individual or organization could be 
r. i mi I.-, I In l!>7:. ,i \. w York federul 
iipiM'iil- «>url uvi-rrultni i hi- HAt> pnli 
cy of allowing reimbursement in the 
ahiwnce of statutory nuthority for pay- 
ment of inlet-venom' expo rues An ap- 
pent was denied earlier this year. 

To placv the suhMidy concept on firm- 
er ground, Sen Kennedy wants to au 
I nortec the regulntory agencies to 
reimburse citizen groups for expenses 
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This man is conspiring to sell three of your 
key executives to your toughest competitor* 



HiA -i corporate headhi inter. 

He costs the company that hires him .1 lot i rt 
money. But t!tC OtKftp m> hi nikh pays an even 
hitjlier price. 

According t» fl recent study* replacing a key 
employee ran cast as much as $50,000. 

But hefiire you panic into giving all of your mo* 
valuable employees, kt ys ti > y hit corporate cofiefS, 
consider some alternative rli.it may be more cost 
effective than raises. 

Perm Mutual has a wide variety of sound mnye 
Ivneirt plans designed to help key employees improve 
their financial pusinoiw Without damaging yours. 

In unc plan, the corporation purchase- in-ur.iivv 
lor tlie c tnf faycft The premiums are deductible by 
tlv corpora ion; ,md taxable i • tk t mpl. ur B»n 
•lit employee receives dividends, tax-tree. 



hi .i sliorr rime, (he dividends tiin lv 
enough to cover rhe raxes paid on the premiums. 
Ami then some. 

Another plan allows the- corporation to recoup 
the amount of ptemiunts pud on behali d the 
employee. 

At Perm Mutual, we think fringe benefit plans 
s|>mld benefit the employer a*, uell as the empl. >\\v 

And we have a network or' insurance 
y\ 'ii ^loii.iK ,mwv i!k- c.uirifry who can pin lo^vther 
a plan to accomplish your specitic objectives. 

U you'd like more infoimatkm on how we 
can help you retain your key employee*, call a 
Perm Mutual agent. 

11 u: Penn Mutual Lile Insurant e < «impany, 
Indervmlence Square. Philadelphia, PA 19172. 

* Man m*» fWmincu. February. 1**7S. 



m Penn 
■ J Mutual 

We in\ eM more tlun a million dollars in America's economy ewrv \ writing Jay. 



TW1UMr> 
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"Do you really have a 
on your fixed assets?" 



The SEC nas stimulated American 
stockholders concern about the 
management of corporate fixed 
assets. Most management groups are 
concerned, too! 

What is your answer lo 

• Do your asset records reflect the 
assets actually m existence or only 
trie ooliars expended? 

• Do you know where all your asset s 
are located and are they being fully 
utilized? 

■ Are you maximizing depreciation for 
Federal and Slate income taxes'? 

• Are you taking full advantage of the 
Investment Tax Credit? 

• Are your assets properly valued and 
insured for inflation? 

■ Are you sure you're not overpaying 
property laxes? 

rt you don t have ready answers, you 
should constder a new management 
tool developed dv Marshals and 
Stevens— the MftS Fixed Asset 



Management System Its cost is 
modest compared to multiple benefits 
plus possible savings. And it gives you 
the input you need to truly manage 
your assets for a better "bottom line/ 
Want to team more' 1 Any of our 17 
toeal offices have detailed free fixed 
asset informalion. For the one nearesi 
you, call any Area Office — collect: 
Lot Angele«-(M3) 624-3661 
St. Louis— (314) 621-7025 
Philadelphia— (215) 299-5700 



Apprtisds by 
MARSHALL 
ANDSTEVBMS 
INCORPORATED 



The Asset Management Professionals 



"CONSTRUCTIVE 
ACTION FOR A 
PROGRESSIVE 
FUTURE" 

The lime: 1792 The place 
Washington. D. C. The cere- 
mony, laying the cornerstone 
for the White House Amenca's 
future was taking shape 

Something similar will happen 
at our 67lh Annual Meeting in 
Washington April 29-May 1. 
1979 

Together well explore new 




ways to solve old problems 
And in doing so. we will help 
shape America's future Our 
goal a luture full of progress 

Lay your plans now to join us. 
And bring your trowel 

THE CHAMBER OF COMMERCE 
OF THE UNITED STATES 
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in agency proceedings and subsequent 
judicial reviews. 

Proponents say that government has 
a responsibility to hear from diverse 
interests, including those who could 
not participate without compensation 
They argue that this would ho la nee 
the scales of justice, since business 
spends tax-deductible money trying to 
influence the regulatory process. 

Opponents contend that Congress e>i 
tnblished regulatory agencies to I mitt 
out, for the public interest and that 
additional participation would make 
proceedings more costly without im- 
proving the quality of agency >li'i r 
nan*. In view of the defeat in the 
House last February of the administra- 
tion's proposal for a consumer affairs 
agency, the Kennedy bill is likely to be 
given priority attention by some spe- 
cial-interest groups. 

IX, Other issues 

Further examples of the current 
trend toward participatory democracy 
are: Ml the increasing use by ad hoc 
citizen groups at state and local levels 
of the initiative process for submitting 
legislation for approval and the pro- 
posal by Sen. James G, Aboure/k "D -S 
Dak) for a national initiative; (2) de- 
mands for public scrutiny uf the pro- 
ceedings of Supreme Court justices, 
(3 1 executive branch and Senate action 
to strengthen oversight of the Central 
Intelligence Agency and the Federal 
Burefni of Investigation; i4' pro|swab 

for mote restrictive use of security 
classification of documents; ifij pres- 
sures for telecasting congressional pro- 
cecdinps; und >G'i more presidential 
appointments of special- interest advo- 
cates to government positions. 

How much iijjrrines$ do we need'.' 

Wp need enough tr> keep democracy 
;)]ive and (Umn^iing We need enough 

to stimulate public interest and par- 
ticipation in government at all levels. 

But we do not need so many laws 
und regulations pertaining to openness 
that government is bogged down and 
cannot function properly, 

There is good reason to bellow that 
experiments in greater openness will 
continue. And that public debate con- 
cerning them will become more heated 
before a proper balance between open- 
ness and confidentiality Is achieved in 
'-in r rli'nui..Tii( ic < rath turn. 



Dr. Bullock is a pmfeaaor of political 
nciener at the University ■>( iWtwgm 
Mr Strokwest is a public affair* con- 
sultant for Shell Oil Co. 
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INSURANCE 

A Premium Place in 
America's Economy 



Nation's Business 

INDUSTRY 
SPECIAL 
REPORT 



By John Cosgrove 



COUU3 the entire Amartcan economy 
be undermined overnighP Easily, 
by making It impossible to borrow money 
tor building construction, to obtain any 
typo a! credit, to hire employees, or to 
put salesmen's cars or delivery trucks 
on the road 

How could such vital activities he 
made impossible? By crippling the insur- 
ance Industry, which, to a great extent. 



able, life companies held SH1 billon in 
corporate and government bonds and 
mora than S3* billion in stocks, of which 
S25 7 billion represented common 
snares. The property -casualty firms 
owned WSJ billion in bonds of all types 
and $26.8 billion in common and pre- 
ferred stocks. 

During 1976, the industry a» a whoie 
ranked Ihird among all sources of funds 




Major ina urine* riafca, auch at thJa Raymond. Inc. orlahora corutrucricn 
"B In 1h* Arnbian Gulf, are ahared tjy aavara! Inauiar*. Coinaurance 
'a Jual on* nwcnanum uaed (o apraarJ the coal of liability. 



made them possible in ihe first place 
Some Idea of the strength which en- 
ables insurers to sustain the Amenean 
economy is apparent from a few statis- 
tics The total comtHnod assets ot ihe 
'hsurance industry in 1977— including 
We, health, property, and casualty- 
were $477 7 billion or fully 25 percent Ol 
'he nation s gross naMonal product The 
total amount of premiums was $150 twi- 
lion. And the number ol people em- 
Ployed by msuranco companies and 
agencies was 1 .69 million. 

insurers also pump vitality into the na- 
tion's economy through investments At 
end ol 1976. the laiest figures avari 

ATlfiK S Hi:*)Nfcl*.H 
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in ihe J S. money and capital markets 
Its S33.fi billion coninbution was exceed- 
ed only by savings and loan associations 
and commercial banks 

The mdustry paid close to $2 billion in 
premium taxes to Ihe 50 siaios m 1976; 
about 46 percent ol thai came from 
property-casualty companies 

Such underpinning ol the American 
economy should demonstrate clearly 
that business people have a big stake in 
what happens to insurers And today, 
what is happening is senou* enough 1o 
make the from pages of newspapers 

Most oflen the newspapei sionos are 
blow-by-blow accounts of rale incraaso 



lights. w!<h Insurance companies m one 
corner and state regulators in the Other 
Tender, loving care is lavished on ihe 
consumer-voter by understanding regu- 
lators, most of whom are politicians. 
Many limes, critically needed rale in- 
creases are stalled or denied Because 
auto policies produce by far the largest 
share of property-casualty premiums, in- 
adequate charges lor the coverage sap 
a company's aNIty to maintain other 
markets- such as business protection. 
Thus, troubles in the personal policies 
are translated into difficulties for com- 
meroai operators. 

Rartea tagged behind 

In recent years, the rates for auto and 
homeowner policies regularly dipped be- 
low adequate levels Swept up tn ihe 
rising spiral ol inflation were Ihe costs of 
all the materials and services for which 
insurance pays. Instead of rising al the 
same pace as inflation rales have 
lagged behmd 

For example, in 1977 the consumer 
price index revealed thai charges for 
medical care ana physicians' fees went 
up 13 percent, sernl -private hospital 
room costs rose 16 percent, and auto 
repairs and maintenance cost 1 1 par- 
cent more But auto rnsurance, wtiicri 
covered all of them, rose only 14 per- 
cent Charges lor repainting living and 
dimng rooms, for reshingkng roofs, and 
lor other house maintenance ad jumped 
11 percent, while property protection 
rates rose only ten percent 

The nsmg pnees for everything cov- 
ered by personal policies are likoly to 
accelerant if the Federal Reserve 
Board's anticipation ol worsening intia- 
lion is realized 

Bui, unlike inflation, rate increases oc- 
cur only at the pleasure of slate regula- 
tors When they restrict income from 
coverage while outgo m future claims is 
relentlessly ballooning, trouble is inevita- 
ble And the chwl sufferer is me insur- 
ance consumer 
John B Rrcker. Jr . chairman and 
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Irr»ur«ri contribute vmI Hints Id 
help revtlejlze urban areas (above) 

throughout the United Stelae. 



If 



mi 




The lpnco shuttle (above) will make 
posiible many more space projects, 
requiring huge amojnli ot insurance. 




Sprawling agricultural projects, Irk* Ifli* vineyard 
Lfi California's San Joaquin Valley (above), aro a 
prime source ol Investment Income lor Insurers. 




Embarcsdero Center. a hole) end office tompln in Aulo policies ar* the I a root I source ol property- 
San Francisco, It one of many real estate projects casualty premiums. Inadequate nrfe* cm sep the 
that have been financed By major Insurance firms. ability of insurers lo maintain olher market*. 
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You dont have to work 
for a big company to have 
a great retirement. 





Call Prudential about a 
tax- deferred retirement plan. 

It's true. You can have a groat retirement All you need is 8 
-■*fJWJH""'»?d retirement plan from Prudential 

Take the Prudential HP, 10 plan. It's QOOd for anyone 
who js his —or her -own boss You can put as much as 1 5% 
of your yearly earned income, gp tQ S7 500, >n your plan 

If you're not your own boss, and your company 
doesn't have a pension plan, it pays lor you to look into a 
Prudential Individual Retirement Annuity Wrth this plan, 
you can apply 1 5\ ol your annual earned mrame. up 10 
SI. 500, toward your retirement program (An adrJitiO'vi 1 
tjfiiwlil may t>.' O'-M.lobki | 
With any Prudential Tax Deferred Plan, your comnbu 
t ions to provtde retirement benefits are lax deductible 
And all the funds m your plan, including interest, are not 
taxable until the funds are distributed By 'hen you'll 
probeWy be in a lower tax bracket So you donl have 
to wort for n t>g company to j _ j . 

enjoy a great retirement J ust {mhL PiUQGituBl 
call your Prudential Agent ^mr 

Tlw ^ruwnitil mw»»nc» Compile <»> *iwt i 



What Next From Washington? 



Federal regulators almost collared 
Ihe insurance industry in 1945 after it 
had been declared subject to anti- 
trust laws But Congress exempted 
the insurers and left them under state 
supervision. The repneve set off a 
campaign of Washington inquisitions. 

Congressional probes have Includ- 
ed mail-order coverage. 1953: state 
regulation, 1958-60, auto insurers' 
solvency 1965; credit ii!e. 1367, ur- 
ban area insurability, 1967-68; auto 
insurance, 1867 to the present; and 
hfe insurance, 1 973, 

In 1 968, Congress approved coop- 
erative programs by the federal gov- 
ernment and private Insurers lor riot 
coverage and flood protection But 
the Department of Housing and Ur- 
ban Development absorbed the en- 
tire Hood plan in 1977. dropping 
commercial underwriters, Federal 
crime policies appeared in 1970. 

National health protection, once an 
imminent certainty, is now more re- 
mote, with ihe role of private insurers 
in doubt Also awaiting congressional 
action are proposals setting federal 
standards for no-fault auto coverage 
and workers' compensation. 

Last year, lederal regulation was 
plainly an objective of two coordinat- 
ed documents, a bill by Sen. Edward 
W. Brooke (ft Mass ) and a report by 
a Justice Department anbtrusl force. 
Trie Brooke legislation offered insur- 
ers trie choice of a state or federal 
charter. The latter meant Washington 
regulation but promised competitive 
rating, free from the frustrating delays 
prevalent in many states. The Justice 
report urged the repeal of the protec- 
tive 1945 law to erase antitrust immu- 
nity and thus transfer industry 
supervision to Washington Here, too 
the prize was to bo rating freedom 

The Brooke bill would establish a 
federal insurance commission. Its 
proposed powers seemed elastic 
enough to stretch over pricing, under- 
writing, marketing, and other vital 
functions An even greater threat was 
the commission's apparent ability to 
dictate the industry's investments. 

Insurance executives feared thai 
tna public's premium payments would 
be committed to politically motivated 
: depriving worthier enter- 



prises ol needed capital, sapping the 
financial strength of insurers, jeopar- 
dizing the savings ol life policyhold- 
ers, and undermining contidenco in 
the very concept of insurance. 

The Brooke bill and the Justice De- 
partment report are both dormant 
But early this year. Rep John J. La- 
Falce ID.-N V.) drafted a measure 
that would create his version of a 
federal insurance commission. 

Five separate investigations into 
how the insurance business is regu- 
lated continued during 1978. two un- 
der Congress and the others directed 
by the President's National Commis- 
sion lor the Review of Antitrust Laws 
and Procedures, the Federal Trade 
Commission, and the General Ac- 
counting Olfice. 

Conflicting attitudes toward the in- 
surance industry are shown by Wash- 
ington figures: Rep. Ronald A. 
Sarasin (R.-Conn.) warned an insur- 
ance audience that some House 
members would relish regulating Ihe 
industry These representatives see 
insurance as the last stronghold ol 
big business that they can't meddle 
with; this is intolerable to those who 
leel that only government can protect 
the consumer. 

But Glona Jlmine*. head of Ihe 
Federal Insurance Administration told 
the same audience that she favors 
federal activity to supplement rather 
than supplant state regulation 

Hop UFalCo differs: It is incredi- 
ble that an industry of this magni- 
tude — one which touches each of our 
lives — is entirely exempt from federal 
regulation " Future difficulties can bo 
guarded against only by experts at 
the national level, he insists. 

Says Sen Thomas F, Eagleton (D - 
Mo.): "There is no longer a question 
about a federal rote in Ihe Insurance 
field That already has been estab- 
lished. The only issue remaining is 
the kind of role Washington will play ." 

Sen. Eagleton wonders whether 
Washington's function will continuo 
as supportive or will expand into 
much more " That is what concerns 
insurance leaders They believe it 
should concern all business, for 
whatever hobbles the protector win 
inevitably hobble the protocisd 



president o< The Continental Corp.. says 
that regulatory lag has a negative impact 
on profit and on the capita) base neces- 
sary to accommodate demands tor cov- 
erage. 

' Than combine ihe lag with inflation, 
which effectively guarantees that the 
rate of return on equity theoretically per 
mitted by ihe regulatory authority is nev- 
er actually reached because an 
adequate factor for future inflation is sel- 
dom cranked in 

The treadmill effect 

■'The increase is obsolete and made 
quale the moment it is granted And this 
is true whether you are dealing with 
electricity, telephone calls, or insuranro 

The principle is the same. You might can 
it the treadmill oifect" 

Mr. Rieker concludes "We have whai 
is basically an artificial capital shortage 
government-created and maintained." 

How imperative it is that regulators 
allow insurers lair pnees is underscored 
by Thomas A Harnett, senior vice presi- 
dent and counsel of Ihe Travelers insur- 
ance Co He says: "Unless a profit is 
made from underwriting and investment 
operations, the insurers will bo unable to 
provide for the growing needs ol the 
insuring public 

Regulatory strattjacket 

"It is hypocritical ol public figures to 
demand that insurance be made avail- 
able and. at the same lime, to deny the 
insurer a profit which can provide the 
capacity— the lunds— to assume new 
nsks." 

B. P. Russell, chairman of Crum & F'or- 
ster, contends that the industry is sub- 
jected to strangulation, not regulation 
"Until it escapes from its regulatory 
stiarijackel. It simply cannot deliver up to 
expectations — not now, not in 19S0. 
1&90. or In the year 2000. 

'The consumer will be bettor served if 
insurers can operate under a system 
mat allows them to develop competitive 
rates and use them without prior approv- 
al. Competing in a free market will give 
companies the incentive and the ability 
to make a profit." Mr. Russell says. 

Hovering ever the scene 

Even though the regulatory authorities 
would retain the right to review compon 
live rales alter (hey were in use and 10 
change thorn when dissatisfied, Ihe Iroe 
system has not caught on. 

And, hovering over the insurance 
scene Is Washington, ever ready to 
share the companies' burdens and, 
necessary, to lake over industry rogula- 
lion from the states Somehow, Ihis so- 
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Your lender can give you the money, 
as long as you're not in a hurry. 
Now what? 




Now Commercial Credit • You don't haw to wait far your 

money at Comntercial Qiedit Business Loans, Inc. We're part of the SI Is Jlion Qjnttnerrial Credit finatxial 
family, and l>ecause lending is our oily business, you'll Ret a decision pronto. 

You'll find we also haw a more lilieral view of r " 

collateral. 

And we've eliminated Uie hidden costs and i 
extras youll see in other contracts. You'll know the I 
true cost, in clear terms. 1 
Send for our handy free booklet "Business J 
Without Profit Isn't Business." ' 
Mail trie coupon or call today. 



Commercial Credit Business Loans fix*. 
M) St. Biul Hare 
Baltimore. MA 21202 

□ I Live a representative contact mc. 

□ IVree *.-nd vour booklet 



Find out wlial res]iim;iveness really means, now - , j 
ways to help. 

COMMERCIAL CREDIT 



mm. 
title _ 



BUSINESS LOANS 



I 
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rum]inm 
jutclros% . 

city 

phone 




ConamttMlCwftl tkjMma town*, Inc. mpin <if thr ti UHum CmwrrrrMl CmfrtrtTijfUnil 
Urn* ntTBM* family which ahoc«m vduri* leant* wjntfHWHt «wl tlrmtx fmanoim wwl 
kaw <" '■>" '"if (W irawrancr. rallmm •trtcrm, mil c*w Onanrmu *nl muril mnrr 



flCi.i financial service of 

2; CONTRPL DATA CORTK2RATION 

^'»r immediate action, or udilitional information, . all y.ur ncan-si hTNAMTCNTER. 

ATLANTA(4W)52;> 19f>lllAI J TlM«)iUH:Wl}727-T:t MIM JSTON«i1 !*.! MMirHAHljOTTKl nutfZMZilCHICAGO 
(^:ffi;r/l6CTNClNNATll.">l^?21 -«lTXlJ^TaANW2l(>M»WiKl|JALLAHi..'l li7 l ( f."r .m-Tmon 

^Hjihiii-ktiCJ 1 :'.ir<f *m ic%'<iiic>LrsrixiNi7) f w » u At :kson< nu~. i<rio -Kansas aTYiKWHT t-oaofi 

^< .}■ i s - m w > ' ntK - i n \m is, , (415)982<aSZWI1JVaNGTON(m < )71 WTA 




Managing 
the Pooling 
Mechanisms 

For centunes, insurers operated by a 
basic principle- Each applicant had lo 
quality for coverage and pay a rale 
pegged on the losses of hts class 

This method, admittedly not flaw- 
■ess. snll prevails in rhe normal insur- 
ance marketplace But over the 
years it became apparent l hat many 
people could noi meet Ihe ordinary 
standards A number of special pro- 
grams emerged. 

One of these provides coverage 
on properties >n hazardous sections, 
notably the inner cites. Rres are fre- 
quent enough in these Areas, in addi- 
tion, tne arsonist also thrives (here, 
often hearing the torch on behalf of 
aOsenlee property owners The un- 
usual hazards are considered be- 
yond ihe control of those with 
properties insured, and they are not 
charged extra. The inadequacies are 
made up by other policyholders. 

Then there are automobile msur- 
ance plans to which drivers are as- 
signed In many stales when they 
cannot obtain ordinary insurance. 
These pooling mecrianjsms are ait 
steady losers Here again, the losses 
are made up by policyholders 

The average policyholder's pock- 
ets are also turned out when any 
insurance company — not necessarily 
his own — becomes insolvent In 47 
states and the District of Columbia, 
ail solvent insurers must pay a share 
of the 'esses due those with claims 
against the defunct outfit 

Victor T Ehre. chairman of Utice 
Mutual Insurance Group, notes that 
the cost of canymg these special 
programs rs currently S735 million a 
year and on the way up 

John Adam. Jr . president of The 
Hanover Insurance Companies, 
Worcester. Mass , sees the mandat- 
ed arrangements as a legalized Rob- 
in Hood program— rncompatJblo wilh 
a competitive economy 

"Robin Hood may be an altraclrve 
character in fiction." he says, "but in 
real life the Robir. Hoods push us 
Steadily toward Ihe doctrine of from 
each according to hts ability, lo each 
according lo his need ' There 15 at 
least one thing wrong with this doc- 
tnne H has never worked anywhere ' 
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licitude is unappealing to insurance 
executives 

Joseph C. Ladd. president of Fidelity 
Mutual Lite insurance Co.. says "We 
create vast pools of money, and we after 
services to millions and millions 0' peo- 
ple. It appears that [hose characteristics 
attract the government It seems inter- 
ested m testing us by a standard of how 
well it would run things if rt were us But 
government efficiency seems to be a 
contradiction In terms." 

Alleged redlining 

William C. Simpson, executive vice 
president of Royal-Globe insurance 
Companies, cites actions that suggest 
what lite might be like under Ihe un- 
wieldy Washington bureaucracy: 

"The Department of Housing and Ur- 
ban Development m a recenl report was 
extremely critical of the property-casual- 
ty insurance business for alleged redlin- 
ing practices and its failure lo satisfy ihe 
insurance needs of rnner-city businesses 
and residents 

"Yet only a week later, the General 
Accounting Office issued a report that 
was critical of property -casualty compa- 
nies for providing insurance in mncr-city 
areas in amounts exceeding property 
market values, thus providing an incen- 
tive for arson for profit" 

The problems facing the insurance in- 
dustry make it difficult to comprehend 
the fact lhat 1977 was Ihe most prosper- 
ous year ever enjoyed by property-casu- 
alty companies 

A brief flashback reveals why 

In seven short years, 1971 through 
1978. the industry rose to all-lime highs 
and sank lo record lows, All was rosy 
throughout 1 97 1-72. and results were 
profitable Predictably, more than a few 
companies lost perspective in prosper- 
ity. They began to pare their premiums 
on many of the relatively unregulated 
commercial coverages lo speed the in- 
flow of cash and its outflow into the in 
vestment market — mainly equities 

Auto Indemnity rate* 

Meanwhile, rnllation was tentatively 
hopping before leaping over Ihe 12 per- 
cenl mark by mid- 1974. While the pnees 
ol everything their policies paid lor wero 
soaring, the insurers were driving com- 
mercial policy prices into Ihe ground 
Soon, every major class of coverage 
was in the red. foining auto coverage 
which already narj skidded there The 
rales for auto indemnity—- even then 
bnnging in about 45 porcent of insurers' 
volume— were under the thumbs ol po- 
litical regulators in 42 of the 50 slates 

Al Ihe end ol 1974, the pquily mvest- 



menl market fell into the subcellar, and 
Inflation took over the attic The market 
debacle alone obliterated one third of 
ihe industry's surplus hinds Just when 
thoy were desperately needed lo meet 
huge underwriting losses. Continued ac- 
ceptance of new business was out ol the 
question, and certain markets had lo be 
restneted or even closed 

During ihis nighlmgre. rhe phenome- 
non known as social inflation took hold 
This meani gouging out of the system 
whatever a person lelt ho was entitled to 
have. Lawsuits were a favorile way of 
realizing such ambitions. Medical mal- 
practice developed into a ensts, wrth 
companies cancaling coverage and doc- 
tors forming (heir own insurance compa- 
nies Product liability assumed grand 
proportions, with some huge court 
awards. 

By 1975. the regulators were forced to 
raise auto and homeowner rates, and 
commercial rates lhat had been cut 
w&re restored to more sensible levels 

The next year brought a slight turn- 
around but still managed to go down as 
the third worst annual period ol all time 

To the bewilderment of even ihe moal 
sophisticated insurance veterans. 1977 
brought a gain ol $983 million. Immedi- 
ately, certain state regulators pointed to 
these windfall profits and proclaimed 
that companies could resume unlimited 
marketing without any further rate ad- 
justments 

"Fat-oat" insurers 

The consumer was not reminded thai 
the combmed industry loss of the three 
preceding years had been $a. B billion, 
that some rates were still not high 
enough to cope with inflation, and that 
many insurers' surplus capital had not 
relumed to levels that made expanded 
risk-taking safe 

Prominent among the critics of "fat- 
cat" insurers was New Jersey Insurance 
Commissioner James Sheeran, who 
adamantly rat used rate relief at the end 
of 1976. The industry has not made a 
profit on auto insurance in New Jersey 
for years — not even m 1977. 

In 1977, 25 companies waned a year 
and longer for a decision on then rate 
increase applications Some, like Ihe 
Safeco Insurance Co., never did get a 
hearing or any action at all. 

The "Newark Star Ledger said mat 
as of July. 1978. nine applications wero 
backed up — one a year old Tho news- 
paper described the application routine - 
"A company files lor a rate increase 
The department examines tho filing and 
orders more statistics. The company re- 
sponds, and the departmoni calls 'or 
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Whatwwridyoucall 
an insurance package 

tailored exactly to 
your needs, 

that protects your 
place of business, 
most everything inside, 

gives you liability to boot 
and is written in 
plain English? 

Better. 
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business ifwirim r 
Jo simple Or ko 
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Cooler Prospects 
for Product Liability 



A few years ago, Eawgyil fever broke 
out across the country Those infect- 
ed regained heallh in the courts 
through huge Awards drawn from 
auto liability policies, medical mal- 
practice coverage, and, mora recent- 
ly, product liability insurance 

Certain types of business were tar- 
geted as good prospects for lawsuits 
They were sued, and some verdicts 
for monumental sums have gone 
against them. Steep rises in the cost 
of product liability protection for these 
problem Industries followed. 

Pharmaceutical houses provide a 
sobering example. Many firms which 
formerly produced vaccines vital to 
public health no longer do so. Mea- 
sles vaccine once had six different 
brand names but is now made only by 
Merck & Co. Live virus poho vaccine 
can be had only from Lederie Labora- 
tory. In the past decade, makers of 
flu vaccine have dwindled from eighl 
to four And Merck is the sole remain- 
ing source of preventive products lor 
mumps and rubelta measles. 

Why the decline? The primary rea- 
son is lhat product liability is becom- 
ing increasingly troublesome and 
potentially costly. Vaccines have nev- 
er brought major income to pharma- 
ceutical firms So. increasing 
coverage cosls. plus the ihreat of 
legal headaches and even financial 
disaster, nave led to withdrawals 
from production, 

Despite ifie serious problems ol 
strict product liability, insurers do not 
regard the situation as critical, in 
1977. a federal government reporl 
also concluded that there was no 
national emergency. Bui the Carter 
administration decided Ihis summer 
that because coverage was not avail- 
able and affordable, a ramodia ludo- 
al program was needed, 

The action ignored contrary evi- 
dence. More than two years ago, 
insurance compares (Dined with Ihe 
National Association of Insurance 
Commissioners to create voluntary 
market assistance programs in states 
where a commissioner fell there was 
difficulty Twenty-two states autho- 
rized the program, but, surpnstngly. 
the average number of firms per state 
seeking help has been only 40. 



On other fronts, companies have 

found ways of getting baiter data on 
product risks and learned how to use 
the data mora effectively They have 
stepped up inspection, safety, and 
design programs with policyholders 
and prospects and instituted product 
monitoring and recall procedures. 
They have urged mapr revisions in 
state laws, and 40 legislatures are 
now considering proposals to im- 
prove performance of Insurers in han- 
dling product liability, raise the 
Operating standards of manufactur- 
ers, and restore balance to the legal 
system. Vrtal changes have already 
been made «n 1 3 jurisdictions. 

In the face of Ihis voluntary and 
unflagging campaign which has al- 
ready paid off In some ways, the 
administration unvOiled its Own pro- 
gram last July It includes a ten-year 
tax loss carryback which, it approved 
by Congress, would give businesses 
an immediaie relund to pay product 
losses. The administrabon has direct- 
ed the Commerce Department to: 

• Prepare a model product liability 
law lor enactment by the stales; 

• Propose as part of any workers" 
compensation bill a recovery provi- 
sion lo ensure lhat Ihe manufacturer 
of a deficient product contributes an 
appropriate amount to pay the claim 
of a worker injured by that product; 

• Explore liability rating problems; 

• Evaluate ihe proper federal role 
in product liability; 

• Determine if problems would be 
eased by facilitating formation of self- 
insurance groups. 

• Advise whether premiums can 
more closely reflect producl risk; and 

• Moasura the effectiveness of ini- 
tiatives taken by stale commissioners 
and the insurance industry to meet 
the problems 

The administration's program 
would duplicate in large part the vol- 
untary campaign already under way 

Separate approaches under differ- 
ent sponsorship will not obscure the 
plain trulh; Product liability problems 
grew out ol abuses of the legal sys- 
tem The abuses musl be removed, 
and the laws must be restored lo an 
equitable basis far both manufacturer 
and consumer 



more statistics, and on and on and on " 
Such obduracy is not. of course, con- 
(med lo New Jersey. Contention with 
other stale regulators intensifies Wash- 
ington's imofeal in the industry and ex- 
plains the frequently offered 
carrol of competitive rale-setting thai 
would accompany federal supervision. 

William A. Pollard, president ol Fin- 
ance Insurance Companies, warns 
against "the federal route lo regulatory 
bless. The potholes on (hat enlicing route 
are glaringly obvious." 

Mr. Pollard noies that competing 
rate-selting can be achieved under cur- 
rent state rules In more than one third o' 
the states, it is already a fact. "Dospiie 
all our disenchantment with certain slat 0 
regulatory bodies, I am vehemently op" 
posed lo federal regulation of rates, re- 
serves, and investments." Mr. Poila'd 
concludes. 

Realistic regulator 

The proper role for Washington has 
been presenbed by a realistic staia regu 
later, Kentucky Insurance Commissioner 
Harold B. McGuHey, who is also presi- 
dent of tho Naiional Association of In- 
surance Commissioners- He told thai 
group's 1378 mooting : 

"The major contnbution which the fed- 
eral government, and only the 

federal 

government, can make to improve insur- 
ance availability and price levqls rs 1° 
resolve the problems of inflation and re- 
duce society's exposure to personal 6^ 
property harm. 

"Such efforts noi only would address 
the fundamental causes of increased in- 
surance rates and availability problem* 
but also would benefit society as * 
whole regardless of ihe insurance issu** 
involved." 

Do the current operaling handicap* 
and threats of more make Insurant 
leaders downcasi about the luture of t n " 
moustry? Quite the reverse 

Maunce R. Greenberg. president 
the American International Group, has* 
reputation as an optimistic realist Ho* 
he earned it is ovideni in his comment* 
on what lies ahead: "More capacity t haf> 

ever will bo needed in the 1980S 

"Heavy capital investment in aitpanv' 
ing industnes— transportation, energy- 
and space technology — will ofier opP 01 * 
(unities lo the insurance business 
Emerging industries will require new P r<JJ 
lection products. 

"Social Inflation may be peaking 
states will be passing legislation to P fflr 
vent outrageous lawsuits and 6x&Qg&^, 
od court awards, as has happened in *" 
area liability and product liability. ■ 
"Underwriting cycles will continue, b y 
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Only one company offers a 
comprehensive risk management 
services program as a matter of policy. 



Quarterly engineering 
publication. 
ThoLocomoiivo 



Flood recovery 
action plan 




Pre-tsmergoncy plan and 
wcovary, PREPARE 



Air conditioning and 
refrigeration logs and 
start-up checklists 



Boiler and machinery 
cold -weather freeze-up 
proven 1 ion plan 



Energy conservation 
checklist 



There's a big difference between „ 
policies offered by Hardord Steam 
°c4Jar and any other boiler and 
c njnery Insurance company. 

trial diMqronoo to our exclusive rifilc 
*™*tagHment services program de- 
••flned to meet the varying require- 
of larger riska 
Tnr^,.tj, f .-.-, |v ,-, th,=, proorom iota 

JjtoJ'ease plant reliability, especially 
'"here boiler, pressure vessel, pump. 
**ttpraeaor. turbine motor, air oondi 
T^XJ or other mechanical ox eleclrt- 
r^^iprnentlioriricorned, It hem 
fj^ven to be nx»t successful because 
7 s "5 uniquely quaHhod to help you 
"ferriage your boiler and machinery 
better. 

* tat. we specialize exdunlveiy in 
^•er and machinery Insurance. Ol 
F°frse other companies ant in the field. 



but 



hone as a specialist. 



.Second, we have nearly 1000 highly 
£™ted and experienced inspectors 
engineers. This o far more than 
other company. With this number. 
■VT 1 ^ be sure we're where you are 
■^erevar thai may be. 
j^™J*«Uf inspectore check over more 



lhani 



types at equipment in a wnk 



i rnasi companies inspect in a year! 
"Wen means there ore Jew boiler and 



machinery exposures 
we haven't tdenlit led and dealt with 

Fourth, our Inspectors are better 
equipped than any others, Far ex* 
ample, ihelr worlrlwido experience is 
continuously pooled, thus creating a 
vmi bank ol boiler and machinery risk 
experience. This data is analyzed and 
updated to help you uncover and 
evaluate your eitposurae 

Fifth, we obviously Identify and in- 
spect risks ior our own benefit- So you 
can be sun? '*■»- do It well, because 
hwp^qytJurbLiBlrieesoperortingprdli- 
ably also protects our bottom line. 

Finally, our exclusive program of 
nsk management services can assist 
you in developing meaningful plans in 
the following areas: nsk analysis and 
exposure evaluations, davotoprnent of 
equipment inventories, loss experience 
tabulations and projections , special 
inspection service, operating history 
and inspection reports, operator and 
supervisory training programs quality 
aswance- expediting service, pre- 



ventive maintenance programs, non- 
ciestructlve testing, enviranrnenl and 
energy controls, development af 
gency procedures, and pre emergency 
planning and recovery programs. 
When diligently apphed. this program 
can help reduce the frequency and 
severity of accidents, giving you more 
value lor your premium dollar. 

Now with all this going for you 
which should you select to protect your 
corporate dollars: Hartford Steam 
Boiler s comprehensive risk manage- 
ment program, or J usl an ordinary 
policy from some c^her insurance 
company? 

Contact your Hartford Steam Boiler 
agent or broker Or call Don Wilson 
vice president, at {203) 527-0791 and 
talk to him about it 

HARTFORD 
STEAM BOILER 
INSPECTION AND 
INSURANCE 

Hardord, Connecticut 06102 
We help more risk managers 
manage risks better. 



the next downturn will lind insurance 
company management belter pre- 
pared" 

Planners ai the Home Insurance Co., 
Inc., see interesting prospects ahead. 
For example, a builder will receive an 
order al his house factory for a resi- 
dence with a blue front door, yellow sid- 
ing, and canlilevered terrace After 
checking wilh his modular shipping de- 
partment, he promises a guaranteed 
move-in date lour days hence. 

Or. a farmer and a rancher meet at 20 
fathoms "How's the kelp crop coming?" 



for grouping. Selected groups would be 
covered by a complete protection plan 
at appealing prices that would be realis- 
tic under a loss control program tailored 
for the group. 

Some franchise operations have al- 
ready been insured in this fashion, and 
the continuing growth of franchising of- 
fers a prospect list withoul end Trade 
and professional associations are oiher 
grouping possibilities. The day may 
come when any assemblage with any 
kind ot valid affinity may be insured. 

Trends irt the workplace are being 
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"11 1 1 be pretty good unless we have a 
tidal wave. How's the tuna rrafd?" "Fine, 
we must have rounded up 19,000 this 
week " Such developments as instant 
housing, harvesting the sea. ihe practi- 
cal electric car, computerized retailing, 
and others will pose new risks lhal will 
demand new forms of coverage. Home 
and other insurers are now thinking of 
these complex challenges and are pre 
paring to meet them. 

Some innovators are studying new 
ways of accommodating familiar nsks by 
using techniques tested in other lines of 
insurance. For example, group life and 
group accident and health plans have 
flourished for years, often as employee 
benefits Currently, commercial enter, 
prises are being studied as candidates 
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studied 10 measure the effect of possible 
new accidents and illness on benefit 
programs The idea 15 to ensure that a 
novel incident will no! bet encountered at 
the worker's expense. 

Chemically caused diseases— in- 
curred In Ihe workplace or elsewhere — 
create a need for expanded protection 
Crime has broken out ol old patterns — to 
challenge not only the authorities Out 
also underwrrlers. The computer crook 
Can walk oul with a fortune without using 
a gun or a getaway car A corporation 
cannot leave itself exposed to his inge- 
nuity. 

Insurers, often thought of as stodgy 
and unimaginative, are even developing 
plans to protect against kidnapping and 



Blake T. Newton, president ol ihe 
American Council ol Life Insurers, sees 
a busy two decades ahead. Women's 
progress in Ihe business world has cre- 
ated another market for life insurance. 

Larger opportunities are also appear- 
ing among established prospects: A vast 
new group Interested In retirement in- 
come plans has developed and will ex- 
pand. And the growing financial status ot 
more and more women in the work lorce 
has generated demand for personal fi- 
nancial counseling and estate planning 
lor many besides the very well-to-do 

Most important of all. Mr Newton 
says, those bom in the baby boom of 
1943-59 have now matured. As they 
marry and have children of their own. 
these people will need all kinds of insur- 
ance. Some insurers have already intro- 
duced novel coverages thai seem Ideal 
for ttiis market 

For example, Bernard P. McMackifi. 
Jr., president of The National Underwrit- 
er Co.. an Industry publishing firm, re- 
ports lhal Life Insurance ol Cincinnati 
has inlroduced term life coverage tied 10 
the homeowner policies of its affiliate- 
Queen City Indemnity. 

The life leature is a monthly reducing 
term plan, issued in amounts of $50,000 
or $25,000, without medical examina- 
tion, by an agent who has 30-day bind- 
ing authority in due course, billing is on 
the same basis as the homeowner poli- 
cy. The term life contract is regarded as 
an Integral pari ol the policy Identical 
policy numbers make this possible. 



Adjustable life policies 

Foreseeing future requirements, 
Bankers Lite ol Iowa has aggressively 
promoted adjustable life policies. These 
permit the insured to vary the amount of 
coverage, the term of protection and 
Ihe premiums The switches can & e 
made at any time, and the protect! 00 
can even be switched back and toft*! 
between whole life and term insurance- 
Bankers Life is also a pioneer in mak- 
ing direct mortgage loans to individuals. 
Other life companies operate through 
mortgage bankers. Bankers Life made 
S300 million available for resident** 1 
mortgages during 1978. 

Commercial prospects are nol beinfl 
neglected For example. Prudential is I* 
troducing a new one-year term policy 
designed for business people. Writte" 
with a $200,000 minimum, it \s >daal 10* 
protecting short term business loans 
and valuable as inlerim coverage P 
buy and-sell agreements, stock redemp- 
tion plans, and key employee protection 
Thrs one-year policy can be convert^ 
to a life-paid-up-at-65 policy, regard!^ 



other kinds of lerrorism. 
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HAVE YOU HEARD WHAT THEY ARE SAYING ABOUT 
THE NATIONAL CHAMBER'S FILMS? 

44 Dramatic way of portraying the enterprise 
system. Keep up the good work! W 

« it was a fast 20 minutes. Good thinking material. W 

44 Excellent! Well-done— simple enough for 
varied range of ages. M 

44 Quite excellent . . .graphic representation of 
government bureaucracy. Very interesting and 

well-produced. J J 
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While insurance strategies can pro- 
vide some relief for rising workers* com- 
pensation costs, loss prevention and 
employee motivation are the most effec- 
tive remedial measures* 

A brief review by IN A of an insurance 
topic of interest to business executives. 



Early this year a major cor- 
[10 Mr ion closed a 11)00 -worker 
plant in California, citing a steep 
rise in workers* compensation 
costs as a principal reason. 

For the nation as a whole, the 
cost of compensating workers for 
job-related injuries, illnesses and 
deaths has been rising at the rate 
of about I2%a year, far raster than 
i he rate of inflation- Including in- 
surance premiums and benefit 
payments, the figure now totals 
approximately $12 billion a year. 



( hu-t auseof flit- upward spiral 
is r I nir medic.il costs, too, are go- 
ing up more rapidly than prices 
generally. But another major 
factor i% that almost every state 
has liberalized benefits in the past 
three years. Son*.' 1 ^ slates, tor 
example, rxiw have cost-of-living 
escalators. In addition, state com- 
pc-nsatjori Uuriis .itu! rht courts 
are accept ing more and more dis- 
abilities as pl> related. 

And Congress may still man 
date national standards. Under 



one bill that is pending, payments 
to disabled workers could eventu- 
ally be as much as 200% of a state's 
average wage, 

Improving cash flow 

LurviOiUirLStrvuit; to minimize 
thecost of workers' compensat ion 
m utilizing a number of insur- 
ance strategies. So-called "retm- 
spective rating plans" with com- 
mercial insurance carriers, for (S£ 
umpk'. adjust the premium during 
the policy period to reflect ongt> 
ing loss experience, which can 
help a mrporation's cash flow. 
Other large companies retain the 
use of loss reserve capital through 
offshore captive insurance 
companies. 

The major trend is certainly 
toward self-insuranoc. with ex 
cess coverage written by outside 
carriers for protection against 
large, unpredictable claims. In 
several states a tliird or more of 
employees covered by workers 
compensation now work for com- 



ompensation Costs 



panies with self- insurance 
programs. 

To L|iijJrfy as a sell iusuici. 
however, many states require 
large reserves *>r surety bonds, a 
course many smaller companies 
canlt afford. And for those that 
must turn to outside carriers, pre- 
miums have incrt-itsttJ as much us 
80?) over the past rwn years. 

Prevention as the cure 

The best defense for oil em 
plovers agamst rising premium 
and benefit payouts is ro reduce 
t he number and size of compensa- 
blt claims. For self-insurers the 
advantage is obvious, and while 
tT takes several wars tn demon 
st rate an improved loss history, 
the resulting premium savings 
t an lv substantial , 

The first step is to tighten re- 
porting procedures. Thorough 
study of accurate, timely st at ist ical 
reports can reveal developing 
trouble SJWK1 and problem 
employees. 

When accidents do < >ccur. on- 
site nursing stations and rapid 
access ro tkietors can keep mam 



small accidents from turning into 
long-term disabilities. Rehabilitee 
r ion programs, i hat return workers 
to iheir jabs faster also cut the 
size of disability payments. 

Even when a company has 
complied with the Occupational 
Safety and Health Act (OSHAt 
standards, plant surveys by insur- 
ance companies and other con- 
sultants can usually suggest fur- 
ther improvements. Iiul more at 
c idents are caused b\ human error 
than by inadequate safety devices. 
Carelessness, fatigue, boredom 
and anger all lake their (oil 

Tlx- attitude of employees is 
therefore a key factor in achieving 
a better safety record. Good mo- 
rale results in fewer accidents and 
tllrti-'Si^ and i willingness in n- 
t urn 10 work sooner. And perhaps 
the major element in motivating 
workers to care and be careful is 
lo make them sense the com- 
mitment of management itself. 

Educational programs and 
widely displayed posters and prog- 
ress charts are onb a firsi step. 
All accidents siauild \v invest i 
gated promptly and thoroughly. 



'Ciimii/titn c trauma" - is the condition spreading 1 
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Foremen and depart men I heads 
should be trained to watch for 
hazardous situations. Safety aim 
mi trees, cam; » <■■■< > I >l < irk* rs and 
super*. i st irv personnel from all 
concerned departments and in- 
vested with meaningful responsi- 
bilities and authority, have proved 
effective in rallying worker in 
wlvernent and support. 

1NA has formed a separate 
unit to handle the complex risk 
management needs of companies 
in areas like workers' compensa- 
T;on. This Special Risk Facility 
can prov ide pniruiry and excess 
insurance as wel I as a wide variety 
of self-insurance, safety and re 
I tabil nation services. 

• • • 

The Insurance Qimpanv of 
North America was bunded in 
1792 in Independence Hall, PHil- 
adelphia. Today it is the largest 
component ut t.\A Gtijiurafioiis 
international network of insur- 
ance and financial services com- 
panies. In property and casualty 
insurance and risk management 
set \ u t-s, life and group insurance, 
investment banking, and health 
care management, INA 3txl its 
affiliated companies offer a 
unique combinauon of products 
and services to business and in 
L!ustr\ around ilie world 

INA insurance products and 
services are available through se 
letted indejx-ndeni agents and 
brokers For an informative kwk- 
let on current trends in workers' 
compensation, write INA (..or 
poration, 16t>0 Arch Street. Phtla 
delphia. Pa 19101. 
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Thousand! of agenla wbo make up the insurance mdjslry, like Dean 
Glee son ol Mlddlctown, N. Y.. Qenerale 525 billion in premiums a year 



ol health or occupation, at any time up la 
Ihe ftflh policy anniversary. It can aJso be 
renewed seven times fn successive one- 
year periods, 

White some Iris insurers are diversify- 
ing into property- casualty, mutual lunds, 
and other products and are reaching for 
mass markets, Massachusetts Mutual is 
going against thai trend. The company 
intends to keep concentrating on the 
"upscale" market Its success In spe- 
cializing in that 4;e!d in (he past <s estab- 
lished Massachusetts Mutual sells more 
million-dollar policies than any other 
company 

Personal observations 

Sizing up the future. R. Morton Dar- 
row. Prudenlial's vice president at plan- 
ning and analyS'S. makes these 
personal, not corporate, observations: 

• Decreased consumer interest in in- 
dividual file insurance for death protec- 
tion Individual life coverage will mainly 
complement group and social insurance, 

• increased interest in savings-invest- 
ment mechanisms- This market will at- 
tract all types of financial institutions 
looking to broaden product lines and 
services m order to maximize use of 
their distribution systems. An example of 
this trend will be life insurer entry into 
executor and estate settlement fields. 

• Mast agencies will market a wide 
range of personal financial security prod- 
ucts Exclusive life dislnbution systems 
will be the exception, not the rule 

• Consumerism and roguiattMfy pres- 
sure will (ores companies to lake a more 
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positive, active role in eliminating mar- 
keting practices that contribute to nega- 
tive public reaction. A more positive 
public attitude toward (he insurance 
agent will be one result 

Some insurance forecasters have 
been examining the hsk potential In 
space travel— not lor astronauts but for 
individuals who someday may want lo 
take a vacation that is different. 

Gerald E. Frick, vice president ol 
Marsh & McLennan. Inc., considers the 
use ol space limitless. The space snui- 
tle. he says is a vehicle with ummagined 
capabilities Mr. Fnck thinks that by 
2000, business conducted in space may 
generate $30 billion in revenues, and all 
of it will require coverage. 

The shuttle will make it possible to 
construct huge solar power stations to 
nelp solve energy problems. Staggering 
amounts ol insurance will be involved. 
Insurers will also be called upon to pro- 
vide builders risk protection lor projects 
assembled In outer space. 

Those i Defined to dismiss such projec- 
tions as fantastic should know that the 
thinking ot some practical organizations 
seems to track with Mr. Frick'a. For 
example, the Nstfonal Aeronautics and 
Space Administration nas forecast that 
by 2000 we will need 50 more satellites 
jusr to handle the predicted load ol long- 
distance phone calls 

More down-to-earth, some insurers 
are acting on the belief that if they are to 
continue as the primary protectors of the 
economy's developing future they must 
do more aboul protecting Iherr future 

NAT 



Rating Reform 

The insurance industry has some 
reforming of its own to do in rating 
auto casualty policyholders, says 
William O Bailey, presidem of Aet- 
na Life & Casualty. 

In a study made by an indepen- 
dent firm for Aetna, some of the 
factors used in rating were en- 
dorsed by respondents. But age 
was favored by only hall of those 
replying, and the use of gender, 
occupation, and manlal status in 
classifying risks was opposed by 
huge majorities, Mr. Bailey says. 

"We need to revise our rating 
system to satisfy today's stan- 
dards of fairness We also need to 
do a better job of explaining 
why those raling elements that are 
to be retained are fair and equita- 
ble. 11 



Early this year, Bradlord W. Mitchell, 
president, and Otto C. Lee. chairman 0' 
Harlaysvillo Mutual Insurance Compa- 
nies, set out on a ten-slate. 23-cily tour 
to discuss these topics Whal bugs peo- 
ple about insurance, why it costs so 
much, why it's sometimes hard to get: 
and how its cost can be reduced. 

This trek resulted in 1fl television ap- 
pearances, 13 radio features, and M 
interviews with business and consumer 
editors of daily papers Backup news 
and features from the company's com- 
munications unit produced about 50 ai 
des m Other papers and magazines. 



Sweeping reform* 

On their nome grounds of Pennsylva- 
nia and New Jersey. Mr, Mitchell and Mr 
Lee urged sweeping reforms to pr-evenl 
auto coverage from being priced out o' 
the reach of most motorists. 

In Virginia, they praised ihe compotl- 
live rating system, caflrng It "a model 0* 
soundness and fairness that should be 
adopted elsewhere" The Haheynvilie 
trail is wonh following because it leads 
lo public under standing and gains badlv 
needed allies. 

Another type of alliance is nasded 
repel Washington's ongoing invasion 
the industry Insurers and their rngul 
tors should poin In convincing legisl 
tures that control of insurance must 
remain with the stales — close lo the 
consumers and commercial enterprises 
rt serves. 

Certain improvements will bolster 
state regulation: Better pricing for 
JON'S bUSmesS • m>U.mhi:ii 
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A century and a half ago, when 
the nation was still rebuilding after the War or 
1812 ;ind facing unknown risks in a restless 
expansion westward, the first of the 
Crum and Forster insurance companies was 
founded. Like others to follow, The North 
River in 1322 was dedicated to helping insure 
the American way of life. It is still serving 
public needs today. 

The benefits of insurance protection, 
which arc nude possible by the cooperative 
efforts of independent agents, brokers, and 



companies, extend over every aspect of our 
society— personal and commercial 

The professionalism and dedication 
or die American Agency System in analyzing 
risk situations and in developing the right 
kind of coverage for each lias enabled 
this country to grow and to plan for the future 
with confidence. 

Crum and Fbrster is proud of the posi- 
tive contribution t>\ independent insurance 
agents and broken*. These dedicated men and 
women play a key role in our society. 




INSURANCE COMPANIES 
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coverages by sounder and more up-to- 
date data, an overhaul or the auto classi- 
fications used in rating, and a snake-up 
ol the entrenched practces a* underwrit- 
ers. In this way. insurers can come clos- 
er to giving every insured person the 
most and the fairest coverage possible 
lor his premium dollar. 

When Ihe American businessman 
Ihinks about taxes, he must wonder ai 



times whether he is getting all that he >s 
paying for. Any businessman might ask 
himself this question: Would <t be desir- 
able if my premium dollars for private 
insurance wora increasingly converted 
Into taxes so that more and more of my 
coverage was backed by Washington 
and my business depended on the bu- 
reaucracy? 
Anyone whose answer 15 no Should let 



his stale legislators know thai he wants 
federal infiltration brought to a dead 
stop II has already gone far enough— 
and then soma. □ 

Ma Co$qhove is a consultant to the In- 
surance Information institute, New York. 



To ordvr tvpnn fs of this urtietn. 
see page 58, 



Cultivating the Health Care Field 



Fear of a federal takeover of the pn- 
vate health insurance industry has 
haunted insurers for years. This de- 
velopment would deprive them of 
$25.7 billion in premiums — measured 
by the estimated 1 977 volume written 
by Ilia and health and property-casu- 
alty companies. Blue Cross and Blue 
Shield accounted for an additional 
estimated $26.7 billion. 

Sen. Edward M. Kennedy (0 - 
Mass.) is pushing a national health 
insurance plan that would involve the 
federal government m a cradle-lo- 
grave program which would substan- 
tially increase regulation of the insur- 
ance industry 

George Martin, head of a Chicago 
brokerage firm specializing in group 
coverages, says an inflexible federal 
program would be an exercise in folly. 

"Supporters of national health in- 
surance would destroy Ihe entire 
lawn of health insurance rather man 
eradicate ... the few weeds and bare 
soots which exisi," he says 

"To illustrate t83 million Ameri- 
cans are now protected by some 
form of private hearth Insurance — ap- 
proximately 80 perceni ol the popula- 
tion. Yet. supporters ol national 
health insurance would scrap this 
system instead ot simply extending 
proper protection to those in need." 

Tne insurance companies wore re- 
lieved and cheered last summer 
when the administration's principles 
for naionai health insurance were re- 
vealed Robert F Froehlke. president 
of the Health Insurance Association 
of America, characterized the Carter 
program as a good start 

"The President says his plan 
should include a significant role for 
private health insurers. We would 
hope this means he has decided to 
work through the existing private sys- 
tem m the development of his pro- 
posal." 



Health Insurance Leaders In 1977 



1977 


1976 




Premiums Earned 


Rank 


Rank 




L*M Dividend* 


1 


1 


Prudential issuance Co 


SI ,861,1 It, 650 


2 


2 


Aetna Lite Insurance Co. 


1 ,550,300.830 


3 


3 


Travelers Insurance Co. 


1.528,437,021 


4 


5 


Connecticut Gonoral Life 


1,142,987,118 


S 


e 


Equitable Lrfe Asujranta Society 


1 ,040,299,352 


a 


4 


V«tfopolii*n Lile 1 nsuranc* Co 


944.433.740 


7 


7 


Mutual of Omafts lnBU»nnce Co 


9T2.742.124 


a 


9 


John Hancock Mutual Life Insurance 


587.001.472 


9 


10 


Continental Assurance Co. 


532,303.769 


to 


B 


Provident Ufa A Accident Co 


479.736.6S6 



Mr. Froehlke adds: "While there 
are some areas of health care lhat 
government should finance, we hope 
the major responsibility will be where 
11 belongs — on employer and employ- 
ee contributions and on individuals 
who can afford it" 

Robert A Beck, chairman of Pru- 
dential Insurance Co. ol America and 
a former chairman ot the health insur- 
ance association, pinpoints Ihe pri- 
mary issue in the health field 

"The opinion surveys, observations 
made by the media, the regulator, the 
legislator, all tefl us that ihe most 
pressing concorn today rs tne con- 
tainment of health costs " 

Accordingly, the haalth insurance 
association is conducting an advertis- 
ing and public 'eladons campaign tar- 
geted at these cost-containment 
areas: 

• Hosptlal budgets— slates are en- 
couraged to establish commisstons 
lor advance review Connecticut has 
saved more than S203 million in four 
years through its commission, and 
Massachusetts has bettered that rec- 
ord with savings of S532 million in 
three years 

e Certificate of need — every hospi- 
tal should have written evidence that 
a proposed facility is needed or lhat 
an oki sung one is necessary. 



■ Health planning — cituen partici- 
pation in health systems agencies will 
strengthen their effectiveness. 

• Ambulatory care — cost reduc- 
lions can be made ihrough minor sur- 
gery on an ambulatory basis and by 
ihe encouragement of second opin- 
ions. 

e Preventive care and health edu- 
cation. 

Besides running ads on health care 
cost control and reduction, tho asso- 
ciation has Involved companies and 
agents m an all -out public information 
effort. Chief executives ol insurance 
lirms have named program coordina- 
tors who are implementing internal 
and axamar public relations activi- 
ties. 

State neelih care committees, 
made up of company and agency 
representatives— have been the pri- 
mary contact with ihe news media 
and professional, business, and com- 
munity groups. 

In all aspects of this campaign, the 
stance of the companies and the 
tone of their messages reflect con- 
cern with the consumer's plight and 
are directed to the victim's relief. 

But also reflected 15 \ho industry's 

determination to continue to play a 
major rde in the delivery of health 
care to the public 
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"I cannot tell a lie ." 



"I cannot tell a lie. IdidH." 

Far years Ihesa lorthtignt words haw: been Uugut luaeneiations ul 
school children at Ihe response of i young George Washington who has ju*i 
mcur/ed his lather's displeasure Far cutl.ng down the chef ty tree m 
Ihe back yard. 

This story— arid others— have given counitesi I nst-gradeis a lesson 
in the moral virtues ol truth, forhwa'.uiy ih.il lewun sttcVs mm most 
people Ihrciughpul their lines. 

Bui. it i$ an all loo familial itniy atwii wuai happeni, tc 
some of 1hese young idealists when Ihejr enter the world of 
politics rji busness. They rx> lic-a to cni-Jled, and sroltn 
Irom irnlil Ihey, themselves, come to the conclusion that 
Ihe kuy to then own success and survival is lo learn to 
tie, cheat, and steal better than the next person Suiviv«i 
al the fit last, Ittsfesl. or glibbest. Or so their rationalize 
iBul, chep in Iheir heads ihey have never iruly 
loigotlen l!ie lesson of Gtarse WjshirijjM 

It it because of these kinds of people and Iho 
millions it not billions, of dollatj worth of gnef thai 
they cosi the honest businessman each year that the 
Hagoili Cd'p was fwrniuil. Tike Hagoth Coip. was 
'minded lust iwo years ago lor the sole piupose of 
dpyn taping Ihc H-jgulh voice stress analyse; Since (hen 
hundred* of businessmen have come I* view the HAGOTH a* 
their tail line of defense against Ihe unoi iiKipled aclions of 
me conscious deceiver* 

Thai Is quite 4 testimony in Mich a short period ol lime 
Hut il Is hue The value of Ihe HAGQTH is that il cart detect 
Deception Line Kingly Simply 

Moreover, its operation is based upon simple printiple*- 
!" ii' fi u- ■: mtfi winch you are ahead* lamihar Firs! o< *H 
we have talked about the lessons ol George Washington The 
importance of that story <i lo show that we have alt been 
taught lhat truth is a virtue And in one way or another, wc ,ii' 
beiiene thai thai u '.till bfljej |Mp >r M M really good liafj 
Ivan Ihe most practiced deceives will experience a change In 
respnation rale. Or he m4y skip a heartbeat And his mouth writ 
getdiy find his galvanic shin response wrll change There are 
■H physiological changes that lake place when a peson tells * lie 

And it Is because ol these charters lhat Ihe polygraph worm. 
But the problem with the polygraph it than, lirsl ol ill, tht subject 
hu lo consent lo being strapped tfovrn and wired up to Ihe 
"■chine. Secondly, the Intmwtfaliitft experience of tning con- 
nected lo 4 polygiaph can induce the kinds of stress thai the 
machine is designed to measure m the lust place Therefore the 
Polygraph must be aperaled by people whu It aw fiiennvt liam 
iug III tirdei ihat they tdii Oiiliitguish between Ihc stress caused 
- V deception and the stress caused by the machine rtceff 

Bui despde Ifto last thai the polygraph measures w many 
different physiological changes. II nonetheless ignores whal 
scientists have discovered is one of Ihe most reliable changes 
ol all Th«t change is within the voice ilsclt 

When a person enperiences the pangs ol conscience or the tear of bewig 
caught Uteie U an M4 cycle micto-fteroor modulation in the voice lhat 
Ganges, That change Is the result ol physiological changes that occur in Ihe 
"Kal cards and larynx 

And thai n what the HAGOIH measures. The absence or presence ol the 
'iiicrctiemur— and its stienglh. No straps Ho wires No insult* or mtimi' 
daiion* The subject need nol even be aware that he is being tested In fact 
one ol the best uses ol Ihe HAGQTH is over Ihe telephone Or it can sil in 
"ocemly on j businessman"! rJtili— its indicator lights vnibte only to thr 
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flick lermttl fuundir and Pntideet if 
Hageth Cirparatwn halrJs Ihe HAS DTK 
voica itnss analyrer — a remarkahl* new 
high technolegy device Ihti ideatrhes 
iruifrfutness as soon as rt is spoken 



owner of ihe HAGQTH. (TIM front panel ol the HAGQTH has 
eight green lights and eight ted tights Th» g:een ] f ghti 
ndicate that a person has strong positive feelings about 
vrhll he It saying— thai he is telling the truth The red lighls 
Indicate stress. The more red lights that tra lit, the greatar 
ihe stress — and the greater the probability of deception.) 
But the real beauty of Ihe HAGOTH is that ll is 
easy lo use The average businessman or attorney 
may spend lest thin two hours lime familiar- 
■ling himself wilh |he HAGOTH before he 
uses it tor negotiations ol price, delivery, 
or settlement And literally millions of 
lelevisron viewers haire drawn their own 
conclusions as they watched demon- 
st rai ions of the HAGOT H ort The Today 
Show, the Mike Douglas Show, and 
on the special. Ihe Space Ag« idosted 
by William Shatnei of Star Trek feme*. 

Aitd rftNJonj more people 
| renumber the front page coverage 
I that was given to the HAGOTH 

analysis gf Ihp debates between Ford 
and Carter, Rick Bennett President 
and 'cunder of Hagolh Corporation 
says of lhat analysis Had the story o! 
(hose debates broken a week before Ihe 
election instead of a weed after, we might 
well hive a dilfirent President today. 
In this short space, we can't begin to 
tell von all there is lo know about voice stress 
analysis. But we can tell you thai HAGOTH 
works We can tell you that yout $t5O0 
investment in a HAGOTH is Ihe cheapp^r 
and perhaps only— insurance against 
deception that you can buy. 
Or Jf you are just Irrfirnted in more mfoi- 
(nation on voice stress analysts, we can help 
yoo there too. We're the ones who wote the 
book for $3 00 'Washington residents add 5.4% 
siles lanl you can get the book HAGOTH and 
team all about the fundamental; ol voice tlress 
analysis — plus some enleitainmg leadinj? okiui 
past uses 01 the HAGOTH 

But however we can help, just give us a 
call at 12061 2&-1020* Or drop us a line at 
85 N.W. Alder Plice. Deol 7.0 ls:.aqnah Was* 
ington 98027 
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*"« - 1 >»•« -i".' ieaiu i.i.iii.u:- .fUuj! whcltiei m nut eve) ylhtng til Ml I #in 
ttliirtg you is true, then let me suggest an experiment First, you purchase 
* HAGOTH. Neit you connect it to your telephone and give me, Rick Bennett, 
a toll. Then you can ask me questions to your hearts content And you will 
find lhat. like George Washmgtnn l cannot lell a lie " 



EDITORIAL 



Why Union Leaders 
Are Frustrated 
and Angry 



I ast july, when United Auto Workers 
■"■ President Douglas Fraser abruptly 
pulled out of the Labor-Management 
Group, a high-level business-union com- 
mittee that advises the administration, he 
accused business leaders of waging "one- 
sided warfare against working people." 

More recently. AFL-CIO President 
George Meany and other union officials 
have echoed this charge. 

The union leaders are trying to sell 
their rank-and-file members and the gen- 
eral public on the ridiculous idea that 
business is out to foment class warfare 
and wreck the unions. 

The union leaders are running scared 
and seemingly are willing to try almost 
anything for the simple reason that they 
have been meeting defeat in Congress. 

Over the past year, organized labor has 
tried doggedly to win the passage of four 
major bills that, if enacted, would have 
increased union power considerably. That 
effort failed. 

The bills were: common-site picketing, 



cargo preference, repeal of the Hatch Act, 
and massive changes in the National La- 
bor Relations Act, the so-called labor law 
reform bill. 

Business opposed each of these bills on 
the ground that it was not in the public 
interest; and unions were not able to prove 
otherwise to Congress. Labor's inability to 
push through changes in the National La- 
bor Relations Act, even with the strong 
support of the President, seems to be the 
principal reason the union leaders are so 
frustrated and angry — and looking for 
someone to blame, 

But the fact is that the unions did not 
really lose anything that they already 
had. Union leaders were merely demand- 
ing more and more power. And the repre- 
sentatives of the people wisely turned 
down their request. 

This is hardly cause for union leaders to 
charge business with fomenting class war- 
fare, especially at a tune when the entire 
nation must join together to fight the de- 
bilitating disease of inflation. 



N,iiion » Business is (he butineu ndvocal* me^nlne leading tfie effort 
to strengthen Ihe ptrvate enterprise system to edvance human prggre»i 
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Impress friends and influence people. 
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